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Welcome to the first issue of 
Investing in Canada, a new 
quarterly newsletter with a focus on 
investment issues. Published by 
Investment Canada, its purpose is to 
report on trends, events, and policies 
of interest to those seeking Canadian 
investment opportuntties. 


Record Foreign Investment in Canada 


INVESTISSEMENT 
ANADA 


Investing in Canada contains 
features on successful investments in 
Canada, interviews with investment 
experts, evaluations of the 


international investment climate, and 


reports on investment development 
initiatives. It also includes analyses 
of the Canadian investment 
environment and articles detailing 
vital indicators such as flows of 
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investment into and out of the 
country. 


Investing in Canada reflects 
Investment Canada’s mandate to 
inform the public about the 
importance of investment in Canada’s 
economic future. de 


Paul Labbé 
President 


in 1986 


by Ted Zahavich, Policy Analyst, Investment Canada 


The inflow of foreign direct 
investment in Canada and foreign 
portfolio investment in Canadian 
stocks and bonds rose to record 
levels in 1986. 


Foreign Direct Investment 


Foreign direct investment — 
investments made by foreigners in 
Canadian businesses — increased 
dramatically to $6.8 billion last 
year. This was double the 1985 
level and up almost 42 percent 


The Canadian Investment 
Scene: Performance and 
Prospects 

An Interview with Andrew 
Kniewasser 


Business Opportunities in 
Canada ’87 

investment conference attracts 
3000 participants 


Canada’s New Investment 
Ambassadors 

Advisers appointed to promote 
foreign investment in Canada 


Small Business Incubators 
Investment Canada publishes a 
study of business incubators in 
Canada 


from the previous record of $4.8 
billion set in 1981. 


About $3 billion or 44 percent of 
the $6.8 billion inflow of direct 
investment in Canada came from 
the United States. This is lower 
than the 50 percent that the United 
States averaged in the decade 
from 1976 to 1985. However, there 
was a substantial increase in direct 
investment from countries other 
than the United States. In fact, the 
inflow from Europe, particularly 
from the United Kingdom, was 
substantial. 


Two takeovers of Canadian- 
controlled companies by British 
firms made up the bulk of the 
inflow from the U.K. These were 
the acquisition of 51 percent of 
Mitel by British Telecom, and of 51 
percent of Hiram-Walker by Allied- 
Lyons. 


Japanese and U.S. companies 
were prominent among foreign 
investors. Three Japanese 
automobile companies — Honda, 
Toyota and Suzuki — are building 
plants in Ontario. Hitachi is 
building a plant in Saskatchewan to 
produce low-pressure casings for 
power turbines. Two American 
high-tech companies, LSI Logic 


and BioTechnica, have built 
facilities in Alberta. 


A Norwegian and a Chinese 
concern also made significant 
direct investments last year. Norsk 
Hydro is building a $400 million 
magnesium extraction plant in 
Quebec. China International Trust 
and Investment was one of the 
joint-venture partners in the 
purchase of a British Columbia 
pulp mill owned by Westar Timber. 


Gross flows of foreign direct 
investment in Canada 
1980 — 1986 


Source: Statistics Canada. Quarterly 
Estimates of the Canadian Balance of 
International Payments. 


About $4 billion of the $6.8 billion 
direct investment in 1986 was used 
for plant expansion and the 
establishment of new businesses. 
The other $2.8 billion was used for 
acquisitions. The high level of 
direct foreign investment in 1986 
was due in large part to an 
increase in acquisitions: the $2.8 
billion for acquisitions represents 
40 percent of the total $6.8 billion 
direct investment. In each of the 
previous five years, the inflow for 
acquisitions reached less than 10 
percent of the total. Following are 
the inflow figures for acquisitions 
since 1981, with the percentages 
they represent in parentheses. 


$ million 
1981 $18 (4%) 
1982 $151 (4%) 
1983 $336 (9%) 
1984 $226 (6%) 
1985  S222 (6%) 
1986 $2,800 (40%) 


By far the largest proportion of the 
direct investment inflow went to 
manufacturing, followed, 
surprisingly, by oil and gas — a 
sector that was particularly weak in 
1986. The following table shows 
the distribution of the 1986 direct 
investment inflow by sector. 


Foreign Direct Investment in 
Canada, 1986 


Sector $ million 


Manufacturing | ___ 3400 D 
Oil and gas | 1200 


| Mining oy 500 


Merchandising 4 300 


Finance a 900 


Others =. 500 


Total B= ___ 6800 és | 


Retained Earnings of Foreign 
Companies 


Figures are not yet available on the 
1986 increase in retained earnings 
of foreign companies. Historically, 
however, retained earnings 
increases are larger than the direct 
inflows. Investment Canada 
estimates that the book value of 
foreign direct investment in 
Canada at the end of 1986 was 
$93 billion, up sharply from the 
$83.9 billion in 1985, with at least 
half of the increase resulting from 
the growth in retained earnings. 


Portfolio Investment 


Detailed data on portfolio 
investment inflows and outflows 
are not available. The net of these 
two figures is available, however, 
and it reveals some important 
trends. In 1986, the net inflow of 
foreign portfolio investment 
amounted to $25.0 billion, almost 
double the $13 billion in 1985 and 
more than three times the $8.2 
billion in 1984. 


Of the total of $25 billion, $2 billion 
was for purchases of Canadian 
stocks and $23 billion for Canadian 
bonds. Japanese institutions were 
major buyers of the bonds. In the 
second half of 1986, Japanese 
investors purchased $1 billion 
worth of Canadian bonds per 
month. European and Hong Kong 
investors were also important 
buyers of Canadian bonds. U.S. 
investors bought over one-half of 
the stocks but a relatively small 
proportion of the bonds. The net 
inflow from American investors in 
Canadian stocks was $1.2 billion in 
1986, down from $1.6 billion in 
1985. + 
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Business 


Opportunities 
in Canada ’87 


Over 3000 people from Canada 
and abroad attended the “Business 
Opportunities in Canada ’87” 
conference in Toronto, March 
18-20, 1987. The three-day trade 
and investment conference 
attracted a wide range of 
representatives from Canada’s 
private and public sectors, as well 
as significant foreign delegations 
from the Middle East, Hong Kong, 
Taiwan, the People’s Republic of 
China and the Republic of Korea. 


“Business Opportunities in 
Canada” is held annually to 
explore opportunities for profitable 
investment in Canada both by 
Canadians and by people from 
outside the country. 


At this year’s conference, 
distinguished speakers, including 
federal and provincial government 
ministers and prominent members 
of the Canadian and international 
business communities, shared 
their views on the global 
investment environment and the 
investment outlook in Canada. 
Canadian companies, provincial 
governments, and municipalities 
hosted booths and marketed their 
investment opportunities on the 
exchange floor. 


“Business Opportunities in Canada 
‘87 “ was jointly sponsored by 
Canadian private industry and the 
Government of Canada. 
Investment Canada co-ordinated 
the conference on behalf of the 
government. 


Next year’s conference, “Business 
Opportunities in Canada ’88”, is 
planned for June 1-2, 1988, at 
Place Bonaventure, Montreal. For 
further information, contact: 

P. McEvoy Hull (613) 995-0759 & 
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The Canadian Investment Scene: Performance 


and Prospects 


An interview with Andrew Kniewasser 


President of the Investment Dealers’ Association of Canada 


In addition to his 15 years as President 
of the Investment Dealers’ Association, 
Andrew Kniewasser, throughout his 
career, has held positions that have 
kept him closely involved with issues 
of trade and investment. In 1948, he 
joined the Trade Commissioner Service 
of the Department of Trade and 
Commerce and served in a number of 
posts abroad. From 1963 to 1967, he 
was General Manager of the Canadian 
Corporation for the 1967 World 
Exhibition (EXPO ’67). In 1970, 
Kniewasser became Senior Assistant 
Deputy Minister (Industry and Trade 
Development) in the Department of 
Industry, Trade and Commerce. A 
recipient of the Order of Canada, he 
has been President of the Investment 
Dealers’ Association of Canada since 
1972. 


In the following interview, Kniewasser 
surveys Canada’s investment 
performance and prospects. 


As President of the Investment 
Dealers’ Association of Canada, 
you probably have as good an 
overview of investment in Canada 


as anyone in the country. How 
healthy is Canada’s investment 
climate? 


Kniewasser 


There has been a major 
improvement in the investment 
scene in Canada, in both direct 
and portfolio investment. 
Canadians learn by experience 
and we've absorbed a good deal 
over the past decade. Collectively, 
we’ve learned how to do a much 
better job of running our country 
and managing our economy. 
Individually, we found out a great 
deal about how to become much 
more productive. 


You travel extensively abroad and 
are in regular contact with 
investment communities in other 
countries. Have perceptions of 
Canada’s investment climate 
changed? 


Kniewasser 


Yes. If you ask that question in 
London, Frankfurt, Paris, Tokyo, 
New York, or anywhere else, they 
will say the Canadian scene is very 
interesting — more interesting than 
it used to be. They would certainly 
agree that the economic 
management of the country has 
become more business-like. They 
would also agree that we have 
done a very good job of bringing 
together investments in what | 
would call political and social 
stability with direct business 
investments. 


You know, Canada is an excellent 
place to live and work, an excellent 
place to invest. We Canadians 
have often underrated the 
enormous investments we’ve made 
in constitutional or language 


accommodation. Some of us are 
beginning to understand that those 
are some of the best investments 
we've made. Of all the things | was 
saying in Europe before Christmas, 
| think it was that point that 
captured the greatest attention. 
The whole world is becoming 
increasingly interdependent. 
Canada and West Germany are 
the two most internationally 
dependent countries in the world. 
By the year 2000 this country will 
be by far the most internationally 
dependent in the world. 


Are you thinking mostly of trade? 


Kniewasser 

The whole thing — airect physical 
imports, but also commerce and 
finance. We are the most 
internationally dependent now with 
respect to technology. Canada’s 
future depends on our success in 
living more internationally. We 
understand that. All of the 
experience we have gained in 
learning to accommodate people 
who are different within our own 
country is going to be most useful 
in our dealings with people from 
other countries. We have 
developed habits of openness and 
consideration for people who have 
different languages, different 
backgrounds, or who look different. 


We will have in real terms 

double the rate of investment 
in this country over the next 
20 years as over the past 20 


years 
SAT A TEE IEE CR OTL LT PE SE TE NN PES, 


That's going to be one of our 
greatest strengths in the years 
ahead. 


Canada may be open to the world, 
but is the world becoming more 
open to Canada? For example — 
protectionism. Do you see it as a 
temporary or long-term 
phenomenon? 


Kniewasser 


| think its temporary. As | said just 
a moment ago, the world is 
becoming increasingly 
interdependent. Even those 
countries that don’t consider 
themselves dependent on the rest 
of the world will have driven home 
to them in short order that that is 
not the case. This is a global 
community we are now living in, 
and Canada is right at the top from 
that point of view. 


Do you believe there's still 
momentum left toward trade 
liberalization? 


Kniewasser 


We get temporary setbacks from 
time to time. There is a direct 
relationship between economic 
progress and political or, if you 
wish, cultural progress. But the 
more we are successful in having 
sensible patterns of growth, rates 
of inflation, and opportunities for 
people around the world, the more 
these notions about withdrawing 
will recede. 


If Canada and the United States 
are successful in negotiating a free 
trade arrangement, do you think it 
will have a major impact on the 
Canadian economy, or do you 
think it will more or less confirm 
the trading arrangement we 
already have? 


Kniewasser 


The facts are that we almost have 
free trade with the United States 
right now. We must always try to 
improve our access to that market 
and, more than just negotiate the 
access, improve the mechanisms 
for solving trade disputes. 


So you would consider the 
negotiations successful if the 
United States and Canada were to 
establish a trade dispute 
settlement mechanism? 


Kniewasser 


Yes, | think that’s the most 
important thing. That’s the heart of 
the matter, in my view. In fact, the 
whole world should be negotiating 
better access and we should be at 
the forefront of the process. We 
must attach equal importance to 
the GATT negotiations and seek 
export markets all over the world, 
not just in the United States. 


Canada has traditionally relied 
heavily on the inflow of foreign 
capital and technology. Do you 
think foreign investment will 
continue to play as important a 
role in Canada as it has in the 
past? 


Kniewasser 


Yes, | see no diminution of our 
reliance on the rest of the world 
with respect to investment. The 
patterns will change. We will have 
in real terms double the rate of 
investment in this country over the 
next 20 years as over the past 20 
years. Those investments will be 
increasingly spread out across the 
country — to the west, to the east, 
and to the north, in relative terms. 


Between now and the year 
2000 we will put in place 
some $2 trillion of new 
investment — business 
investment 


The centre of the country will 
continue to draw more investment 
capital in absolute terms, but in 
relative terms less than in the past. 


The new kinds of investment will 
be involved to a greater extent in 
technology enterprises. Fewer will 
be one-time project investments. 
We'll be increasingly in the 
business of pooling knowledge and 
of joint venturing. More and more, 
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we will understand the importance 
of participation and all the things 
that go with investment, rather than 
just money. Yes, Canada will 
continue to rely on foreign 
investment, but we'll be looking for 
that investment to do more things 
for us and we'll be participating in it 
to a greater extent than in the past. 


We must encourage more 
small business enterprises 
from aroung the world, 
people with knowledge, people 
interested in service 
industries, to take a look at 
opportunities in Canada 


Other than the United States, 
where do you see that investment 
coming from? 


Kniewasser 


Germany and Japan will be 
important sources. They have 
dynamic and mature economies 
that have generated tremendous 
surpluses in terms of balance of 
payments. In Japan, you are 
talking in the order of $80 billion 
last year alone. Those monies will 
be invested in growing economies 
where the opportunities are 
greatest. 


How well has Canada done in 
drawing Japanese investment? 


Kniewasser 


| would think the largest portfolio 
debt investors in Canada would be 
the Japanese, by far. 


We are also starting to see a lot 
more direct Japanese investment. 
The automobile plant investments 
are very visible and very large, and 
there will be more of that. Another 
thing you have to look at is the 
equities; their price/earnings ratios 
are now 50 to 60 times. The 
Japanese are increasingly looking 
at Canadian equities as a place to 
put their money. They have 


discovered quite recently that 
there's been a real change in 
Canadian attitudes toward 
investment. 


We used to think that prosperity 
was automatic in this country. That 
was the attitude in the forties, 
fifties, and sixties. Well, we 
understand that it isn’t automatic 
anymore. We have to earn our 
future, we have to be able to attract 
people, money, ideas, and 
technology. We have to become 
more productive. We have a whole 
new attitude to productivity in this 
country which we have not had for 
some time. You see that in the 
Statistics, in the wage settlements 
we are getting, and in the 
understanding of entrepreneurs 
who are applying technology to 
their business. 


What are the your Association's 
estimates of Canadian capital 
requirements over the next few 
years? 


Kniewasser 


Between now and the year 2000 
we will put in place some $2 trillion 
of new investment — business 
investment. 


About 10 percent will be financed 
externally. Most of it will be 
business investment. In the past, 
something like 75 percent has 
been business investment. This 
will rise to 85 percent. So, more of 
the investment in Canada will 
come from the private sector — 
both the Canadian and the foreign 
private sectors. 


Our economy has changed a lot. 
Resources are still important, but 
the economy is much more 
diversified. The growth of the 
service industries is extraordinary 
in this country. As we travel across 
the country, it is incredible to meet 
people in Saskatoon, Edmonton, 
Halifax and, elsewhere, who have 
started a small business of some 
kind, often with a technological 
flavour and based on something 


developed at a local university or 
community college. When you put 
that together with an entrepreneur 
and some intelligent government 
participation, you have an 
extraordinary infrastructure of 
technologically oriented small 
business right across the country. 


The reaffirmation that we are 
seriously looking for 
investment in Canada is 
understood 


One of the implications is that our 
strategy for foreign investment has 
to be different now than it was in 
the past. We must encourage more 
small business enterprises from 
around the world, people with 
knowledge, people interested in 
service industries, to take a look at 
Opportunities in Canada. 


You raised the issue of our 
strategy for investment. Do you 
think the introduction of the new 
investment policy in 1985 and the 
creation of Investment Canada 
have had an appreciable impact 
on investor attitudes? 


Kniewasser 


Yes, | think there was some 
concern abroad that the Foreign 
Investment Review Agency was a 
negative thing, a screening agency, 
and that the procedures were 
laborious and time-consuming. Of 
course, the previous government 
was in the process of making FIRA 
less cumbersome and 
bureaucratic. | think the 
amendments that have been 
made, in legislation and in spirit, 
are in the right direction. The 
reaffirmation that we are seriously 
looking for investment in Canada is 
understood. | move around the 
world and find less concern now 
about the procedures we have in 
place. 


EE EL 


So investment policies are no 
longer seen as a major obstacle? 
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Kniewasser 


That's right. However, | 
recommended to the government 
that they go further, that they look 
to the private sector and, as an 
experiment, recruit some 
experienced businessmen and 
women to go and work in key posts 
abroad with specific mandates to 
talk about investment in Canada. 
The government has appointed 
investment counsellors and that’s 
proved to be a very useful 
experiment. There’s nothing like 
one entrepreneur talking to another 
entrepreneur to make something 
happen in a specific way. 


Part of the government's approach 
is to encourage investment by 
Canadians. What's your view on 
that? 


Kniewasser 


| see the federal government's role 
internally to be more one of 
running a sensible fiscal and tax 
policy and breaking down barriers 
to interprovincial trade. 


The government has made great 
improvements in that respect. The 
dismantling of the National Energy 
Program was absolutely correct. 
The determination of our Finance 
Minister in tackling the deficit, 
getting our finances under control, 
is critical to investor confidence. 


The incentive that the federal 
government is putting in the tax 
system, providing a $500,000 
exemption for capital gains, is 
critical to small business financing. 
Debt equity ratios in Canada were 
in the order of 80 percent 10 years 
ago, when they were 50 percent in 
the United States. They are now 
almost the same in both countries. 
Last year, almost 50 percent of all 
new corporate financing in Canada 
was in the form of equity. That 
means we are getting a higher 
percentage of permanent capital 
into the balance sheets of 
Canadian business than any other 
country in the world. # 


Interview conducted 
by Alan Darisse 


Canada’s New Investment Ambassadors 
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Last year, the Government of 
Canada appointed special 
investment counsellors from the 
business community to its key 
investment development markets: 
Britain, France, Germany, The 
Netherlands, Japan, Hong Kong 
and the U.S.A. The investment 
counsellors, who were selected for 
their private sector business 
development expertise, actively 
encourage high quality investment 
in Canada. 


In addition to providing potential 
investors with a range of 
information required to facilitate the 
investment decision process, they 
organize investment development 
conferences and seminars on 
Canada, develop and implement 
promotional strategies and 
activities, network with corporate 
decision-makers and identify 
investment opportunities in 


Canada and potential Canadian 
partners. They also assist 
Canadians who are looking for 
fresh capital, investment partners, 
or technology. 


Based in External Affairs 
diplomatic offices, the investment 
counsellors work closely with the 
Department of Regional Industrial 
Expansion and Investment Canada 
in the development and 
implementation of the investment 
development programs within their 
markets. 


Canada’s international investment 
development program is also 
supported in some 45 other 
Canadian delegations abroad by 
Canadian commercial officers with 
special responsibility for 
investment. 


Small Business Incubators 


Investment Canada is publishing a 
comprehensive study of small 
business incubators in Canada. 


Business incubators are a 
technique used extensively in 
Europe and the United States. 
Their purpose is to stimulate the 
growth of small businesses by 
offering them favourable conditions 
in the critical early stages of 
development. 


Typical incubators offer start-up 
companies low-cost space in a 
common facility, shared office 
services, and on-site professional 
counselling. In addition, they are 
usually able to assist their small- 
business tenants in securing 
capital at critical stages in their 
evolution. 


Investment Canada’s study 
contains a review of the 
performance of Canadian 
incubators, descriptions of these 
facilities, summary interviews with 
both administrators and tenants, as 
well as an analysis of the 
advantages and difficulties inherent 
in this form of small business 
development. 


The study will be available on July 
1st. To get a copy free of charge, 
ask for publication RE-87-01 from: 


Publication Manager 
Investment Canada 
P.O. Box 2800 
Station “D” 

Ottawa, Ont. 

K1P 6A7 + 


Following are Canada’s 


special investment advisers: 


Michael Howard 

Attache (Investment) 
Canadian Embassy 
7-3-38 Akasaka, Minato-ku 
Tokyo 107 

Japan 

Tel: (03) 408-2101/8 

TIx: (72) 22218 

DCMCAN J22218 


Edgar Sarton 
Investment Counsellor 
Canadian Embassy 
Friedrich-Wilhelm- 
Strasse 18 

D-5300 Bonn 

Federal Republic of 
Germany : 
Tel: (011-49-228) 231061 
TIx: (41) 886421 
DOMCA D 


Victor Clarke 

Special Adviser (Investment) 
Canadian High Commission 
One Grosvenor Square 
London, W1X 0AB 

England 

Tel: (011-44-1) 629-9492 
TIx: (51) 261592 

CDALDN G 


Jean-Pierre Mathieu 
Counsellor (Investment) 
Canadian Embassy 
35, avenue Montaigne 
75008 Paris 

France 

Tel: (1) 47.28.01.01 

TIx: (42) 280806 
CANAD A 280806F 


John Morand 
Investment Counsellor 
Canadian Consulate 
General 

1251 Avenue of the 
Americas 

New York City, New York 
10020-1175 

U.S.A. 

Tel: (212) 586-2400 
Night: 586-2406 

TIx: 00126242 
DOMCAN NYK 


Investing in Canada is published quarterly by Investment Canada. Comments and inquiries should be directed to: 
The Editor, Investing in Canada, 235 Queen, 5th Floor West, Ottawa, Ontario, KiP 6A5, tel.: (613) 995-9630. 


Lorne Dyke 
Investment Adviser 
Canadian Consulate 
General 

300 South Grand Avenue 
10th Floor 

California Plaza 

Los Angeles, California 
90071 

U.S.A. 

Tel: (213) 687-7432 
TIx: 00674119 
DOMCAN LSA 


L. Ten Hoopen 
Commercial Officer 
(Investment) 
Canadian Embassy 
Sophialaan 7 

2514 JP The Hague 
The Netherlands 
Tel: (70) 614111 
Telex: (44) 31270 
31270 DMCN NL 


Dan Lawrence 
Investment Officer 
Commission for Canada 
P.O. Box 11142, 
General Post Office 
11th-14th Floors 
Tower 1, Exchange Square 
8 Connaught Place 
Hong Kong 
Cable: DOMCA HONG 
KONG 
Tel: 5-8104321 
TIx: (802) 73391 

(73391 DOMCA HX) 
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A NEWSLETTER ON CANADA'S INVESTMENT CLIMATE 
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Venture Capital in Canada 


A New Era of Enterprise Building 
by Mary Macdonald, President, Venture Economics Canada Limited 


The organized venture capital 
industry in Canada is on the 
move. Since the beginning of the 
1980s, the total base of capital 
committed to Canadian venture 
investment funds has risen from 
less than $400 million to more 
than $1.5 billion. Annual 
disbursements from these funds 
have climbed from $36 million to 
more than $200 million. And the 
proportion of this investment 
captured by Canadian companies 
has grown from 60 per cent to 
more than 86 per cent in the last 
three years alone. Clearly, the 
Canadian venture capital industry 
is coming of age, and an 
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increasing number of growth- 
oriented Canadian enterprises are 
reaping the benefits. 


What Is Venture Capital? 


Venture capital is often assumed 
to be speculative, high-risk capital 
invested in start-up companies 
with a technology orientation. In 
fact, venture capital is better 
defined as equity or quasi-equity 
Capital invested in new or 
established businesses that have 
significant growth potential but are 
unable to secure the financing 
they need from conventional 
sources. Venture capital 
investments are made at every 
stage of the business development 
cycle and across the full range of 
industry sectors. In short, the 
focus of venture investing is on 
business development for long- 
term capital appreciation. 


Where Is the Capital Being 
Invested? 


In 1986, Canadian venture capital 
funds invested $206 million in a 
total of 177 companies. More than 
86 per cent of this capital went to 
Canadian firms, compared with 71 
per cent in 1985 and 60 per cent 
in 1984 — evidence of the rapid 
growth in attractive investment 
opportunities here in Canada. At 
present, Ontario, Quebec, and 
Alberta generate about 75 per 
cent of all Canadian venture fund 
investment activity. 


Some 26 per cent of the capital 
invested in 1986 provided seed 
money or start-up funds for firms 
still in the early stages of 
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Growth of Venture Capital 
Disbursements 


$ millions 


1986 


AN to Canadian Companies 
WEBB to Foreign Companies 


Source: Venture Economics Canada Limited 


development. Forty per cent of 
the capital went to companies to 
finance expansion; most of the 
rest financed leveraged buyouts or 
acquisitions. During the past three 
years, the Canadian venture 
capital industry has invested about 
$250 million in small and medium 
sized technology companies in 
Canada. A large share has gone 
to firms in the computer-related, 
communications, and industrial 
automation sectors. Although the 
link between the venture capital 
industry and the technology 
sector has not been as strong as 
in the United States, it has 
unquestionably played a 

critical role in the growth and 
development of many Canadian 
technology firms. 


Industry Growth Offers New 
Opportunities 


The expansion of the venture 
capital industry in Canada is 
creating new opportunities for 
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Bright Future for Canada’s Biotechnology 


Industry 


by Chummer Farina, Policy Analyst, Investment Canada 


Modern biotechnology is a 
strategic technology with 
applications in many different 
sectors — in agriculture and 

the food-processing industries, 
industrial chemicals, medicine and 
pharmaceuticals, mining, forest 
products, and many more. 
Although predictions of future 
sales of biotechnology products 
vary widely — from the 

U.S. Industrial Biotechnology 
Association's estimate of $60 
billion worldwide by the year 2000 
to a forecast of $180 billion within 
a decade by the Science 

Council of Canada — virtually 

all observers agree that 
biotechnology is destined to have 
a wide-ranging and fundamental 
impact on industry and the world 
economy. 


In the broadest sense, 
biotechnology simply refers to 

the use of living organisms for 
practical purposes. In addition 

to old techniques such 

as fermentation, modern 
biotechnology uses powerful tools 
that have only become available 
during the 1970s and 80s. These 
new techniques include cell fusion; 
gene splicing (the insertion of 
foreign DNA into a cell to create 
new types of organisms); and 
monoclonal antibodies — formerly 
scarce antibodies produced in 
large quantities by cells formed 
from the union of cancer and 
antibody-producing lymphocyte 
cells. 


increased Investment Spurs 
Growth 


Because of the commercial 
promise of these new techniques, 
the industry has grown rapidly 
throughout North America over the 
past decade. 


In the United States, there are 
now some 100 public and 700 
privately held biotechnology 
companies. In January of 1987, 
market capitalization of the 60 


publicly traded U.S. biotechnology 
companies stood at $8 billion, 
double the value of a year earlier. 
Genentech, the leading U.S. 
biotechnology company, accounts 
for about half of this investment. 


In Canada, there has been similar 
rapid growth in the number of 
firms involved in biotechnology. 
According to the Ministry of State 
for Science and Technology 
(MOSST), there are now between 
110 and 130 Canadian companies. 


Although there has been 
considerably less public funding of 
biotechnology in Canada, three 
firms have gone public within the 
last two years. Quadra Logic 
Technologies Inc. of Vancouver 
raised some $3 million on the 
Vancouver stock exchange. IAF 
Biochem of Montreal, which went 
public in December 1986, raised 
$15 million on the Montreal 
exchange. In late July 1987, 
Biomira Inc. of Alberta went public 
on the Montreal exchange. Other 
publicly traded companies, such 
as CDC Life Sciences and 

MDS Health, have interests in 
biotechnology but their main 
product lines are in more 
traditional health care areas. 


Canadian venture capital 
companies have invested 
approximately $35 million in the 
Canadian industry. Biomira, for 
example, received start-up funding 
of $9 million from Altimira Capital 
Corporation of Montreal — one of 
the largest investments in a start- 
up biotechnology firm to date in 
North America. 


MOSST estimates that Canadian 
biotechnology firms invest about 
$90 million a year in research and 
development. Allelix of Toronto, 
Canada’s largest biotechnology 
firm, allocated $16 million to R&D 
in 1985 and ranked 21st in the 
Financial Post's annual survey of 
company-financed R&D in Canada 


in 1986. Allelix was formed in 
1983 as a joint venture between 
the Canadian Development 
Corporation, Labatts, and the 
Ontario government. Allelix, with 
two other organizations — Institut 
Armand Frappier and Bio-Mega 
Inc. — accounted for 40 per cent 
of all reported R&D expenditures 
in biotechnology in 1986. 


According to a review in a recent 
Globe and Mail Report on 
Business, the Canadian 
biotechnology industry is 
establishing itself firmly in the 
market: “As investors and 
executives became increasingly 
sceptical about biotech's 
prospects, Canadian biotech 
companies were forced to become 
more market-oriented in their 
research and more hardheaded 
about financing. They have also 
turned what seemed like a 
disadvantage — a five-year lag 
behind biotechnology in other 
countries — into a competitive 
advantage. From Vancouver to 
Halifax, Canadian biotech now 
is picking its own niches and 
catching up fast.” 


Canadian biotechnology 
companies have scored some 
notable successes. IAF Production 
Inc. of Quebec developed 
monoclonal antibody detection 
tests for herpes and for antibodies 
against AIDS. Connaught 
Laboratories of Ontario is working 
on micro-encapsulation of insulin- 
producing cells to eliminate 

a diabetic’s need for insulin 
injections. Chembiomed Ltd. of 
Alberta was one of the first 
companies in the world to market 
a line of monoclonal antibody- 
based blood-typing reagents. 
Giant Bay Resources of British 
Columbia is constructing the first 
North American bioleaching plant 
to recover gold and silver from 
ores and concentrates high in 
sulfide. 
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Strong Research Links 
Needed 


Biotechnology applications depend 
heavily on research and most if 
not all of the successful Canadian 
firms have close and productive 
relationships with Canadian 
universities. Some, such as 
Connaught, Quadra Logic, 
Biomira, and Chembiomed, have 
their roots in the universities. 
Others such as Allelix and 
Biomega participate in joint 
research projects with them. Some 
25 Canadian universities have 
nationally and internationally 
recognized research programs in 
biotechnology. 


New links are also being forged 
between government laboratories 
and commercial enterprises. The 
National Research Council offers 
collaborative programs and fosters 
close cooperation with industry, 
the universities, other government 
agencies, and the Council's own 
biotechnology labs in Montreal 
and Saskatoon. Agriculture 
Canada’s regional laboratories and 
its centres for animal and food 
research are placing increasing 
emphasis on industrial 
applications of biotechnology. 
Other government centres of 
expertise include the Department 
of Fisheries and Oceans Centre 
for Aquaculture Biotechnology and 
Genetics Research, Environment 
Canada’s Centre for Inland 


Distribution of R&D activities by 
field of application based upon 
reports of 110 organizations 


Chemicals & 
Alt, Energy 17 
Ferm. & à 
Engineering —— 
16. 


Systems for Protein 
Production 2 


Tissue Cuiture 
Products 2 


nimal 
Agriculture 3 
Aquaculture 6 


Forestry 13> 


* Fifty organizations reported involvement 
in more than one Field of Application, 


Source: 1986 Canadian Biotechnology 
Sourcebook, MOSST, August 1986. 


Waters, and Energy, Mines and 
Resources Centre for Mineral and 
Energy Technology. 


Control and Regulation 


One impediment to the rapid 
development of the biotechnology 
industry has been concern about 
the dangers of new drugs 
developed by genetic engineering 
and the release of genetically 
altered organisms into the 
environment. Canada and other 
countries are working to develop 
a regulatory framework that will 
safeguard consumer health and 
the environment and, at the same 
time, provide the biotechnology 
industry with a clear, cost-effective 
system for bringing new products 
to market. 


Patent legislation for biotechnology 
products and particularly for 
genetically engineered organisms 
also poses difficult social, political, 
and legal questions. Canada’s 
Patent Act currently provides for 
the compulsory licensing of drugs 
after four years. The government 
has proposed new legislation 
which would provide greater 
protection for innovative firms. 


Funding for Future Growth 


In the U.S., the presence of 

a large pharmaceutical sector 
has spurred the development of 
the biotechnology industry. 
Pharmaceutical firms have 
invested in biotechnology 
companies, entered into joint 
ventures with them, and funded 
university research. Canada, 
on the other hand, has few 
domestically owned firms in 
this sector, and Canadian 
biotechnology companies have not 
attracted similar investment. 


Canada’s future prosperity and its 
competitiveness in the markets of 
the 21st century depend on its 
ability to develop and apply new 
technologies, both in the creation 
of new industries and in the 
strengthening of traditional ones. 
Capitalizing on the momentum 
Canada has developed in the 
biotechnology industry requires a 
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substantial increase in the funding 
devoted to it and a strengthening 
of the cooperative bonds that have 
been forged between industry, 
governments, and the universities. % 


Venture Capital 
in Canada 


. . . continued from page 1 


entrepreneurial Canadian firms. All 
signs point to continued growth 

in the amount of venture capital 
available and in the number and 
calibre of growth firms able to 
attract this capital. 


Canadian Capital Committed for 
Venture Investing — 1980-1986 


$ billions 


1986 


Source: Venture Economics Canada Limited 


These are only some of the 
highlights of a research report, 
Venture Capital in Canada, 
prepared by Venture Economics 
Canada Limited. To obtain a copy 
of the report free of charge, ask 
for publication RE-87-02 from: 


Publication Manager 
Investment Canada 
P.O. Box 2800 
Station “D” 

Ottawa, Ontario 
K1P 6A7 % 


Canada Hosts International 


Convention of Fast Growing Companies 


Network, World Convention of 
Fast Growing Companies, brought 
together in Montreal, September 
9-11, some 1000 business leaders 
from more than 50 countries. 
Participants discussed strategies 
for high corporate growth and 
opportunities for expanding 
business around the world. 


Activities during the three-day 
convention included seminars by 
foreign delegates on technology 
transfer and international market 
opportunities, and visits to 
Canadian companies showcasing 
Canadian technology. The federal 
government conducted a seminar 
on Canada’s industrial 
opportunities for investment on 
Thursday, September 10 at 11:00 


a.m. As well, an electronic 
appointments schedule was made 
available to delegates for 
“networking.” 


Network sponsors included the 
Government of Canada, the 
Montreal Stock Exchange, the 
Royal Bank of Canada, the Bank 
of Montreal, Royal Trust, and 
Northern Telecom. 


Delegates to Network also visited 
the Business World Exhibition, 
held concurrently at Place 
Bonaventure in Montreal. Now 

in its third year, this Canadian 
business forum featured more than 
350 displays mounted by financial 
institutions, industrial developers, 
innovators, and governments. At 
the Canadian government's booth, 


New Edition of The Canadian 


Edge 


Investment Canada’s second 
edition of The Canadian Edge, the 
most comprehensive data base 
available on doing business in 
Canada, will be published in 
English and French this fall. A 
software version is also available 
for IBM and IBM-compatible 
personal computers. 


The purpose of The Canadian 
Edge is to facilitate investment 
in Canada from both domestic 
and international sources. The 
publication goes well beyond 
traditional investment guides, 
providing information on 
technology, labour, energy, the 
legal framework, and incentive 
programs at both the federal and 
provincial levels. The new edition 
has a special section advising 
prospective investors on the tax 
implications of recent tax reform 
legislation. 


The hardcover version has been 
designed for easy access and 
includes a detailed table of 
contents. The software edition has 
a key-word search capability, 
enabling users to find information 
in seconds. 


The Canadian Edge in either 
hardcopy or software is available 
for C$150 in Canada and for 
C$180 outside the country. For 
further information, or to order a 
copy of The Canadian Edge, 
contact: 


Marvin Bedward, 
Investment Canada 
5th Floor 

235 Queen Street 
Ottawa, Ontario 
K1P 6A5 


(613) 995-6634 % 


counsellors provided information 
and assistance on federal 
investment-related services. 


For further information about next 
year’s activities for Network, World 
Convention of Fast Growing 
Companies, or the Business World 
Exhibition, contact: 


P. McEvoy Hull, 
Program Manager, 
Investment Canada 
(613) 995-0759 # 


For Your 


Calendar 


Following are some important 
investment development activities 
taking place across Canada this 
fall: 


Canadian High Technology 
Week, September 28 — October 
4, 1987, Toronto, Ontario. 
Contact: Ron MacKenzie, 
Account Executive, 2487 
Kaladar Avenue, Suite 214, 
Ottawa, Ontario K1V 8B9 
(613) 731-9850 


International Investors’ Forum, 
November 17-19, 1987, 
Vancouver, B.C. Contact: Pacific 
Forums Inc., Suite 280, 

815 West Hastings Street, 
Vancouver, B.C. V6C 1B4. 
Attention: Bill Bennett or John 
Pavlovich (604) 669-3818. 


Transtech, November 25-29, 
1987, Montreal, Quebec. 
Contact: Centre for Industrial 
Innovation Montreal, 6600 Côte- 
des-Neiges, Suite 500, 
Montreal, Quebec H3S 2A9. 
Attention: Pierre Vaillant, 
Commercial Director 
(514) 340-4266. & 


Investing in Canada is published quarterly by Investment Canada. Comments and inquiries should be directed to: 
The Editor, Investing in Canada, 235 Queen, 5th Floor West, Ottawa, Ontario, K1P 6A5, tel.: (613) 995-9630. 
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A NEWSLETTER ON CANADA'S INVESTMENT CLIMATE 


INVESTMENT 
CANADA 


INVESTISSEMENT 
CANADA 


The Political Economy of Strategic Partnering 


The following summarizes a research paper prepared for Investment 
Canada by Dr. Lynn Krieger Mytelka of Carleton University. It defines 
strategic partnerships, maps out the sectors and directions in which they 
concentrate, identifies factors that contribute to their success, and discusses 
their implications for Canadian investment and technology policy. The 
complete paper ts available (see page 6 of this newsletter). 


In the early twentieth century, 
companies began to require 
increasing knowledge to keep their 
products and processes competi- 
tive. By the 1960s and 1970s, low 
productivity growth, high inflation, 
and competition from low-wage 
countries accelerated the search 
for new technologies that might 
confer an advantage in the global 
market-place. Firms in dynamic, 
knowledge-oriented industries now 
formulate corporate strategy 
around technology capabilities as 
well as market characteristics. 


The area of biotechnology is show- 
ing an increasing number of strate- 
gic partnerships between Canada 
and Japan. (See page 3) (Photo 
courtesy of the Embassy of Japan) 


They realize that a strong foundation in several ‘‘generic’”’ technologies 
can be applied to a wide variety of markets. As a result, companies are 
increasingly entering into agreements with firms possessing comple- 
mentary technological capabilities. 


Strategic partnerships — also known as strategic alliances or inter-firm 
cooperative agreements — are explicit, long-term, agreements intended 
to deal with the uncertainties of technological change. Unlike joint ven- 
tures, strategic partnerships need not involve equity participation or 
exchange, or payment for goods or services. They imply longer term 
considerations than those behind many joint ventures concerned with 
short-term profits, and often bring together firms that are actual or 
potential competitors. 


Examples of such strategic partnerships are Original Equipment Manu- 
facturer (OEM) agreements, or the consortia established among Euro- 
pean firms, research institutes, and university laboratories through the 
European Strategic Program for Research in Information Technologies 
(ESPRIT). One important, central objective of strategic partnerships is 
the production and sharing of knowledge. By pooling resources, espe- 
cially in technological expertise, they allow a reduction in the costs, 
risks, and uncertainties of research and development. 


(cont. on page 6) 
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Free Trade and 
Investment: New 
Publications 


As we go to press, the Canada-U.5S. 
free trade agreement still awaits 
ratification. In future issues, Invest- 
ing In Canada will be covering this 
vital debate extensively; for now, 
the following list is our contribution 
to the discussion. 


ATLANTIC PROVINCES ECONOM- 
IC COUNCIL, ‘Free Trade and 
Atlantic Canada: Background and 
Results of an Impact Study”, 
Atlantic Report (87-2, Vol. XXII, 
No. 2, July 1987, pp. 2-7). Available 
from APEC, 5121 Sackville Street, 
Suite 500, Halifax, Nova Scotia, 
B3J 1K1, (902) 422-6516. 

— summarizes principal findings 
from a project undertaken by 
APEC on behalf of the Govern- 
ments of New Brunswick and 
Prince Edward Island, and the Eco- 
nomic Council of Newfoundland 
and Labrador. 


Maurice Mandale (Editor): “This 
extensive econometric simulation 
of the potential impacts of bilater- 
al free trade on the Atlantic econ- 
omy indicates significant net 
economic benefits, especially for 
sectors such as fishing and fish > 


INSIDE THIS ISSUE 


The Nature of Japanese 
Investment in Canada 
Room to grow. 


The Kanao Report 
Significant extracts from Discovery 
of a ‘‘New Canada”. 


Interview with Michael Howard 
Canada’s Investment Counsellor in 
Japan discusses strategies. 


New Publications / Business 
House / Davos 


processing. There will be some 
industrial adjustment in industries 
which are more vulnerable, such 
as agriculture, food processing 
and textiles. In some cases there 
is no doubt whatsoever that the 
industry would die as we know it 
in the Atlantic Region. However, 
any industry which can specialize 
its product or even its image, as 
Moosehead beer has done, can 
survive and be successful. Moose- 
head is now exporting $40 or 

$50 million worth of beer to the 
States each year. You can always 
sell quality.” 


CANADIAN MANUFACTURERS’ 
ASSOCIATION, A Review of the 
Canadian-U.S. Free Trade Agree- 
ment (CMA, Ottawa, December 
1987). Available from CMA, 151 
Sparks Street, Ottawa, Ontario, 
K1P 5E3, (613) 233-8423. 


William Neil (Director for Interna- 
tional Affairs): “The agreement 
represents an improvement on 
what we have, and a vast improve- 
ment on what we would have had 
without it. We see it as an essen- 


Calgary Olympics— 


Alberta ’88 Busnes: 
House | 


Overlooking Olympic Plaza, where _ 


medal presentations will be made 
during the Winter Olympics in 
Calgary, Alberta 88 Business © 
House will be the “United 


Nations” of business throughout 
the month of February for execu- 
tives from around the world. Busi- 
ness House is part of an initiative — 
undertaken by five Alberta depart- 
ments to highlight areas of oppor- — 
tunity in the province and estab- — 


lish contact with international 


business people visiting the 
games who might be interested in 
ventures in Alberta. 


‘Tren Cole, Chairman of the Olym- 
pic Business Program, says “We 
understand most of our visitors 


will be in Calgary to see the Olym- | 
pics and to relax. When they visit — 
Alberta ’88 Business House, even … 
for an hour, they’Il enjoy a low- -key 
environment and high-quality infor- 


mation they can take away and 
review when they return to their 
offices. Our emphasis will be on 
providing follow-up responses.” 


For information, call ahead to © 
(403) 297-2750 or (403) 427-0669. 


tial component of improving 


Canada’s international competitive- 


ness, along with more R&D, better 
use of human resources, and tax 
reform. 


“We wanted secure and enhanced 
access for our exports; under the 
agreement they are more secure, 
but we haven’t yet got at the real 
problem which is U.S. trade laws. 
Also, government procurement is 
not a big part of the agreement; 
it’s a huge market and we’ve only 
got access to a small piece of it 
so far. There is a timetable and a 
commitment to discuss these 
issues, and this is very important. 
Until we can negotiate new trade 
agreements and draw up new laws 
on both sides of the border, the 
CMA won't be fully satisfied.” 


CANADA WEST FOUNDATION, 
1) Sectoral Effects of Free Trade 
on the Western Economy (CWF, 
Calgary, June 1987). 

— sector by sector industry 
analysis. 


2) Geographic Effects of Freer 
Trade on the Western Economy 
(CWF, Calgary, July 1987). 

— graphically displays impact on 
metropolitan census areas. 


3) The Effects of U.S. Protection- 
ism on the Western Canadian 
Economy (CWF, Calgary, Septem- 
ber 1987). 

— U.S. trade actions against 
Canada 1980-87, and major U.S. 
trade barriers affecting Canadian 
goods. 


4) Looking Ahead: Western Can- 
ada’s Export Opportunities (CWF, 
Calgary, September 1987). 

— projected growth of U.S. market 
and its meaning for Western 
producers. 


5) Impact of the Proposed Agree- 
ment on the Western Canadian 
Economy (CWF, Calgary, forth- 
coming). 

— update of (1) applying actual 
provisions. 


Each available in Summary or in 


full from Canada West Foundation, 


Suite 1230, 101 6th Avenue SW, 
Calgary, Alberta, T2P 3P4, (403) 
264-9535; (403) 264-3939. 


David Elton (President, CWF): “We 
were not setting out to be provoc- 
ative. Rather we intended to be 
informative, to apply what we 
knew, and address both the 
regional and micro-level (city) 
effects of free trade. The fifth 
report brings this up to date by 


applying the actual final agree- 
ment to our projections, so it 
won't be issued until after we see 
the t’s crossed and the i’s dotted.” 


DUBUC, Alain, Simple comme 
l’économie (Editions La Presse, 
Montréal, 1987). 


Le libre-échange Canada-Etats- 
Unis (Centrale des bibliothèques 
du Québec, Montreal). 

— collection of articles published 
September 26-October 7, 1987, in 
La Presse. 


Alain Dubuc (economist, journal- 
ist): ““According to what is known 
of the agreement, it is a good 
decision for Canada. For Québec, 
it is strongly favourable with 
respect to energy; secure access 
to the American market; and the 
structure of the manufacturing 
industry, which is very different 
from Ontario’s. 


“Some analysts have expressed 
concerns about the impact of free 
trade on culture. Because of its 
language, Quebec has a natural 
protection in this area that Anglo- 
Canadians don’t have. In contrast 
to other regions of the country, in 
Quebec there has been a wide 
consensus in favour of the agree- 
ment, except in the case of the 
labour unions.” 


RAYNAULT, André, ‘Looking Out- 
ward Again”, Wilkensen Lectures, 
McGill University, in: Riggs, A.R. 
and Vek, T., (eds), Canadian— 
American Free Trade Papers, (Insti- 
tut de recherches politiques, Mont- 
real, 1987, pp. 97-104). “Le libre- 
échange Canada-Etats-Unis”, 
l’Analyste, (No. 12, Winter 1985-86, 
pp. 28-30). 


“Trade Deal, or As We Are”, Policy 
Options — Options politiques, (Ins- 
titut de recherches politiques, Vol. 
8, No. 3, April 1987, pp. 16-19). 


Les enjeux et les perspectives de 
la libéralisation des échanges, 
opening lecture to the Québec 
Economists’ Association, Hull, 
April 23, 1987 (forthcoming). 


André Raynault (Université de 
Montréal): ‘‘Liberalisation of trade 
with the U.S. will be very favour- 
able to the Canadian economy, 
because it will provide privileged 
and secure access to a market 

10 times larger than Canada’s, a 
greater specialisation of Canadian 
industry, economies of scale — 
considerable in some sectors, and 
stronger competition resulting in 
lower prices for products.” » 


KAO-DIDAK opened the world’s 
largest 3-1/2”’ computer diskette 
manufacturing plant in Arnprior, 
Ontario, on November 10, 1987. 
(photo courtesy of Canada-Japan 
Trade Council) 


RUGMAN, Alan M., Trade Liberali- 
zation and International Investment 
(Economic Council of Canada, 
Ottawa, forthcoming first quarter 
1988). Inquiries: Dr. Sunder Magun, 
(613) 993-1253. 


Alan M. Rugman (University of 
Toronto): “How will multinationals 
adjust to bilateral free trade? This 
paper includes a questionnaire 
filled out by 43 of the largest mul- 
tinationals, which indicates that 
adjustment costs exist, but will in 
general be absorbed as running 
costs by the firm. The multination- 
als won’t close up their firms here 
and go home as a result of a free 
trade deal. However, in the future, 
the rate of growth of Canadian 
direct investment going to the U.S. 
will slow down, and instead we 
will send exports of manufactured 
goods. If Canada had failed to 
reach a trade agreement with the 
U.S., this outflow would have 
speeded up, but now it will be 
slowing down.” # 


The Nature of Japanese Investment in Canada 


by Richard Lovatt, Investment Canada 


Japanese global foreign direct investment has grown exponentially 
since 1975, doubling every four years — to US$106 billion (cumulative 
since 1951) by 1987. Last year, Japanese businesses invested a record- 
shattering US$22.3 billion abroad, US$10 billion of it in the United 
States alone. 


At the same time, Japan’s global current-account surplus has been 
climbing rapidly since 1982 — to $86 billion in 1986, larger than even 
those of the OPEC countries in the 1970s. Japan is taking in much more 
money than it can possibly spend at home. 


Canada — ‘one of the world’s best-kept secrets’, according to Andrew 
H. Malcolm (The Canadians, Fitzhenry & Whiteside 1985) — received only 
US$276 million in Japanese investment last year, and less than US$2 billion 
cumulatively to March 1987. American markets — the richest, biggest 
and most dynamic in the world — are very attractive to Japanese inves- 
tors. Canada, with a smaller economy and lower international profile, 
has been largely overlooked. As well, the Japanese perception of 
Canada as somewhat hostile to foreign investment has lingered in spite 
of the proclamation of the very liberal Investment Canada Act in June 1985. 


Nevertheless, recent appreciation of the yen and growing protectionist 
sentiments in the U.S. and Europe are producing a new uncertainty 
within Japan about continuing to manufacture domestically and export 
to western markets. Setting up overseas appears cheaper and often 
more attractive from a cost and trade-barrier perspective. 


In this context, Canada’s favourable exchange rate offers reasonable off- 
shore production costs for Japanese investors who establish plants 
here. We have a small but real market with its own excellent opportuni- 
ties. Moreover, our US$167 billion two-way trade with the United States 
makes Canada an attractive place for investments designed to gain 
access to the U.S. market — an attraction increased by the new free 
trade agreement between the two countries. 


Since the mid-1970s, when Japanese international investment began 
expanding rapidly, the trend has been for Japanese investors to secure 
raw materials and build manufacturing plants in low-cost locations. 
Direct investment in Canada, established at that time, is still primarily 
concentrated in coal, metals, forestry, and uranium exploration, with 
only a small amount in marketing and manufacturing — mainly of elec- 
tronic consumer products. 


Now the emphasis is shifting worldwide, both geographically and in 
terms of the kinds of investment. Recently there have been very few 
investments in resource projects in developed countries. Moreover, in 
1978, Asian countries received about 42 percent of Japanese direct over- 
seas investment in manufacturing, but this dwindled to 21 percent by 
1986. The share for North America changed from a mere 16 percent > 


to 58 percent. In an amazing 
about-face, goods manufactured in 
developed countries are starting to 
be exported back to Japan for sale 
in their domestic market. Honda, 
for example, is shipping cars made 
in the United States back to 
Japan. 


Some of this investment is coming 
our way. The combination of a new 
business climate in Canada and 
recent aggressive marketing to the 
Japanese by government and busi- 
ness is having an effect. Recently, 
Japanese firms like Honda, Suzuki 
and Toyota have been investing in 
automotive assembly plants here 
— opening the way for related 
investments in parts manufactur- 
ing and high technology products. 


In 1985, there were 30 Japanese 
companies in Mississauga; by May 
1987, when a Civic reception was 
held to honour the Japanese busi- 
ness community for its ‘‘outstand- 
ing contribution to the cultural and 
economic life of Mississauga”, 
there were 53 — a 77 percent 
growth in two years. 


Elsewhere, Didak Manufacturing in 
Arnprior, Ontario, formed a joint 
venture last year with Kao Corpo- 
ration to manufacture floppy disks 
in Canada and is already expand- 
ing production from 2 million to 

5 million units per month (see 
photo, previous page). 


Servo Robot of Montreal recently 
joined Deihan Corporation of 
Osaka to manufacture Deihan 
robots with Servo’s vision system 
— a vision system developed at 
the National Research Council. 


In May, Taiho Pharmaceutical and 
the University of Alberta estab- 
lished a joint venture for R&D into 
antibiotics. Initially, Taiho will pro- 
vide $2 million for research but by 
1989 will be manufacturing in 
Canada. 


In August, Allelix established a 
joint venture with Mitsui Petro- 
chemical to develop anti-cancer 
drugs from the African periwinkle 
plant. 


In Japanese eyes, Canada may be 
becoming what Andrew Malcolm 
went on to describe as ‘‘an excit- 
ing place of new beginnings”. w 


— Richard Lovatt is Senior Investment 
Program Manager — Pacific Rim in the 
Investment Promotion Division of Invest- 
ment Canada. 


Kanao Report Says Canada Rich Site for 


investment 


Minoru Kanao, Chairman of Nippon Kokan K. K., and Chaipiiar of ibe 
Japan-Canada Economic Committee of the Keidanren, led a major Japanese 
investment mission to Canada last year, and wrote a report entitled : 
Discovery of a ‘‘New Canada”. As well as the points mentioned below, the 
report placed key importance on prospects of enhanced access to the United 
| States market in making Canada attractive as a manufacturing location 
for North America. Following are extracts from Mr. Kanao’s introductory 
message. 


“To briefly summarize (the mission’s findings) | found most impressive: 


1. A friendly and reliable relationship, invaluable in today’s interna- | 
tional society, has been firmly established between our countries in 
both the government and business sectors. . 


2. Policies of both the federal and provincial governments, Fe 
to promote foreign investment in Canada and to secure international 
competitiveness, are being effectively implemented. 


3. Canada is now concentrating great effort on the development of. 
high technologies and has succeeded in developing some which are 
unique. 


“Canada is experiencing big changes and all members of this. mission 
were impressed by what they perceive as ‘a new Canada”. 


“It is difficult to forecast long-term patterns. ... However, | would 
venture the following observations: … 


1. Our natural resource trade is to be conducted on a long-term basis 
and will play an important role in our trade relations. At the same 
time, we expect to see a rise in the import of Canadian manufactured 
goods to Japan. 


2. Today, both countries’ high technologies show great potential for 
further development. We expect cooperation through exchanges of 
technologies or joint development in this field. 


3. Direct capital investment in Canada by Japan, especially in the 
manufacturing sector, is expected to increase. This, too, promises 
new developments in our relations. 


4. Great potential exists for cooperative activities of Canada and 
Japan in the third world countries, especially in the Pacific Rim and 
in Central and South America. | can envision a wide range of coopera- 
tive efforts such as on venture programs and industrial plant export, 
to name but two. 


“Regarding ane investment in Canada, we have been encouraged 
by the improvements the federal and provincial governments have real- 
ized in the investment environment through promotion programs and the 
betterment of the labour situation, and we hope to see such programs 
maintained and even strengthened. 


“We would also like to see the private sector demonstrate greater eager- 
ness in dealing with these issues at both the industrial and the com- 
pany levels.” 


Minoru Kanao, Chairman of the Board of Nippon Kokan K.K., and David 
Culver, Chairman and CEO of Alcan Aluminum, at the Canada- -Japan 
Businessmen’s Conference held in Vancouver May 10-13, 1987. Kanao 
and Culver were the Chairmen of the Japanese and Canadian delegations 
respectively. (photo courtesy of Canada-Japan Trade Council) 


Interview With Michael Howard 


Michael Howard is the Senior Advisor (Investment) at the Canadian 
Embassy in Tokyo, Japan. Before taking up his posting, he served as 
National Director, Japanese Practice, in an international accounting firm, 
travelling to Japan 17 times over 12 years. Following are extracts from a 
recent conversation with Investing In Canada. 


What do you actually do? 


My role is to coordinate the 
Embassy’s efforts to attract direct 
investment from Japanese corpora- 
~ tions into Canada through interme- 
diaries like banks and trading com- 
panies and through promotional 
programs, seminars, trade fairs, 
direct mailings — generally activi- 
ties which will bring prospective 
investors to the fore for subse- 
quent “‘one-on-one’”’ efforts. 


The work with intermediaries is 
key. There are two or three hun- 
dred thousand companies in Japan 
in our targeted sectors — an uni- 
maginably high number for a direct 
contact program without some pre- 
liminary screening. We need lever- 
age. Institutions like banks and 
trading companies have tremen- 
dous databases of customers and 
others known to them. If we can 
persuade them it’s in their own 
interest to act as intermediaries to 
find prospective investors from 
Japan for Canada, everybody’s 
interests will be served. 


Is it hard to promote investment in 
Canada to the Japanese? 


It’s very complex. Apart from the 
large companies who have been in 
Canada for some time, potential 
investors have an image of Canada 
as only a tourist site; their memor- 
ies are of visiting Niagara Falls, 
the Rocky Mountains. Often, 
before discussing investment, we 
need to fill out this picture. We 
emphasize the high technology 
environment, skilled labour, 
sophisticated workforce, modern 
distribution systems, and so on. 


Michael Howard 


And the job is enormously com- 
plex because l’m marketing an 
abstraction — an attractive alterna- 
tive to investing in the U.S. — to 
an audience that’s enamoured of 
the U.S. The largest market in the 
world for Japanese companies is 
the U.S.A., and the amount of 
Japanese investment there is 
increasing at an extraordinary rate. 


What do we have to offer in 
comparison? 


We offer a potential for Japanese 
companies to manufacture prod- 
ucts in Canada as a relatively low 
cost base from which to export 
into the U.S. market. We have 
some strong economic arguments 
to persuade Japanese companies 
to think seriously of Canada for 
North America penetration: the fav- 
ourable exchange rate between 
U.S. and Canadian dollars; low 
cost electrical energy; comparable 
productivity performance with the 
U.S.; comparable labour perform- 
ance in terms of work stoppages 
and labour settlements. And we 
think there is some intrinsic 
advantage in quality of life in 
Canada which has proven attrac- 
tive to Japanese companies in the 
past: our countryside, the space 
and quiet of our cities, our wel- 
coming approach to newcomers... 


On top of all that, in recent years 
we’ve seen a 40% appreciation of 
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the yen against the dollar, which 
has had a tremendous impact. For 
large Japanese companies who 
have been manufacturing in Japan 
and selling into the North Ameri- 
can market, profit margins have 
been eroded to the point where, 
for the first time in decades, they 
are recording losses entirely attrib- 
utable to the shift in foreign 
exchange. One obvious strategy is 
to move their manufacturing off- 
shore — either to countries with 
relatively low labour costs; or to 
the markets, particularly North 
America. The proposed Canada- 
U.S. free trade agreement is also 
strengthening our argument that 
Japanese companies can find prof- 
itable opportunities by installing 
plants in Canada. 


Do you say different things to 
different investors? 


If l’m talking to a company inter- 
ested in high technology, | alert it 
to the variety of companies in the 
high technology sector in Canada, 
and the strong interest in develop- 
ing joint venture initiatives. 


Start with the assumption that 
Japanese business Operates accord- 
ing to een Ps 
precepts. 


If I’m talking to a company that 
has been selling into the Canadian 
market in the past, | encourage it 
to investigate manufacturing the 
product in Canada as a way of 
alleviating the pressures of a high 
yen. 


If the investor is looking at North 
America for the first time, | 
encourage it to include Canada 
as an equal contender with the 
United States, given the economic 
advantages we can offer. If, for 
example, it’s an automotive parts 
company looking to set up a plant 
somewhere between the Japanese 
car assembly plants in the U.S. 
and Canada, | encourage it to 
include a Canadian site in its feas- 
ibility studies. Given the recent 
decisions by assemblers to locate 
plants in Canada, there’s signifi- 
cant interest from parts com- 
panies, and we expect not only 
100% investment by Japanese 
companies, but also joint venture 
investment, which we think is 

key to capitalizing on the recent 
investment by assemblers. > 


What advice would you give a 
Canadian company trying to 

interest a Japanese investor? 
TLR RE SE SEES PEE || 


Start with the assumption that 
Japanese business operates 
according to completely different 
precepts from Western business. 
Don’t make prior assumptions 
about how to succeed. Nothing is 
simple in Japan, nothing is as it 
seems in Japan. Be prepared to 
completely redefine the concept of 
patience and the investment of 
time you have to put in. Everything 
takes longer in Japan — days not 
hours, months not weeks. Ask for 
advice, read a lot, become in- 
formed, because there’s a good 
possibility that the person you will 
be dealing with is most thoroughly 
prepared and has taken the trouble 
to become completely briefed 
about your industry and indeed 
your business. The Japanese suc- 
cess Story of the last 40 years can 
be traced to tenacity, hard work, 
perseverance, long-term planning, 
single-mindedness and dedication, 
and their business people respond 
positively to these characteris- 

tics in a prospective partner from 
another country. The happiest 
partnerships come from bringing 
together Canadians and Japanese 
with an equal amount of such 
dedication. % 


— Susan McMaster with files from 
Catherine Anka 


Davos — January 28— 


February 3, 1988 


The Davos Symposium, held annu- 
ally in Davos, Switzerland, is spon- 
sored by the World Economic 
Forum and is recognized as a 
world-class event bringing to- 
gether almost a thousand senior- 
level industrialists and economic 
leaders. This is the third year 
Investment Canada will be partici- 
pating and working very closely 
with federal ministers, the prov- 
inces, and the private sector to 
ensure a strong investment profile 
for Canada. % 


New Publications from 
Investment Canada 


Annual Report 1986-87 — describes 
the investment climate in Canada 
with detailed graphs and statistics, 
outlines the Agency’s mandate, 
activities and achievements during 
its second year of operations, and 
lists investments approved during 
the year under review. 


Canada: Federal Tax and Financial 
Incentives, Update — material 
reviewed as of 1 September 1987. 
Reviews Canadian tax system and 
provides information on financial 
incentives for industry. Covers 
federal and provincial income and 
sales taxes and compares Cana- 
dian and U.S. income tax systems. 
Outlines major reforms of tax sys- 
tem proposed by the Government 
of Canada in June 1987. 


The Political Economy of Strategic 
Partnering, by L.K. Mytelka — 
defines, describes, and discusses 
factors in success and failure and 
policy implications of such alli- 
ances (see page 1 of this news- 
letter). 


Copies of these or other Invest- 
ment Canada publications can be 
obtained by contacting the Publi- 
cations Manager, Investment 
Canada, P.O. Box 2800, Station D, 
Ottawa, Ontario K1P 6A7. & 


Kiyomizu Temple in Kyoto is an out- 
standing example of Japan’s traditional 
wood-frame style. 


.. Strategic Partnering 
(cont. from page 1) 


An examination of four data bases 
(from the Center for Science and 
Technology Policy, Troy, N.Y.; 
Venture Economics, Wellesley, 
Mass.; FOR, Rome; and CEREM, 
Paris) yields the information that: 
the number of agreements is 
increasing over time; U.S. firms are 
clearly predominant as principal 
partners; technology production 
and sharing have become impor- 
tant components of agreements; 
larger firms are more likely to 
enter into multiple agreements 
with a variety of partners to 
achieve their technological objec- 
tives; and inter-industry and intra- 
industry agreements have both 
increased in importance. 


For Canada, adoption of 
knowledge-intensive flexible pro- 
duction techniques holds out the 
promise of overcoming the disad- 
vantages of a relatively small mar- 
ket. Investment policy should pro- 
vide funding and assistance to 
identify sectors and partners for 
strategic partnerships; to restruc- 
ture activities within knowledge- 
intensive enterprises; to negotiate 
agreements with foreign firms; and 
to stimulate R&D in frontier tech- 
nology sectors in which Canadian 
firms can be internationally com- 
petitive. Technology policy should 
encourage basic research into 
generic technologies, initiatives in 
higher education, and consortial 
R&D involving private firms, univer- 
sities and research institutions. & 


Investing In Canada is published quarterly by Investment Canada, the investment development agency of the federal government. Opinions 
expressed in this issue are not necessarily those of the Agency. Copyright on published material remains with Investment Canada and the authors 
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International Investment Statistics: 
Can They Be Compared? 


This article summarizes some of the statistical issues raised in a seminar by C.FJ. 
Richards, Chief, International Investment Position Section of the International Finan- 
cial Economics Division of Statistics Canada. 


How Do You See It? 


Canadian Direct Investment in 
the United States 1978-1985 
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This graph presents Canadian direct investment in the United States for the 
years 1978-1985. The figures shown by the blue bars come from the U.S. 
Bureau of Statistics; those shown by the grey bars come from Statistics Can- 
ada. On the surface, both represent exactly the same statistic — but the dif- 
ference between the two runs as high as $9.2 billion (1983). Which figures 
are correct — the American ones, or the Canadian ones? 


Lack of international comparability is a major problem in the field of investment 
statistics. At a time when free trade is under intense discussion, such figures are 
widely quoted to support the arguments of both sides. Investors, here and abroad, 
also use such information to help make business decisions. 


Statistics Canada has been collecting data on investment position and ownership 
and control for over six decades. However, even today, only a handful of other 
countries — including the United States, the United Kingdom, Australia, West Ger- 
many, Norway, Switzerland, and the Netherlands — also publish such statistics. 


Unfortunately, even when the material is available, there are substantial differences 
between countries in statistical concepts, and in the ranges of information gathered. 


(cont. on page 2) 
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Beyond Profit - 
Smoothing the Joins 
in J.V.’s 


In the new global economy, joint ven- 
tures are the order of the day. And, of 
course, economic factors play by far 
the most important role in setting up 
international partnerships. As Xiaohong 
Sun, Manager, China Program for 
Quadra Logic says, “It’s all about 


However, especially when a joint ven- 
ture or strategic alliance requires the 
movement of staff from one country to 
another, non-monetary factors, like lan- 
guage training, schooling for children, 
religious and cultural facilities, pres- 
ence of a community from the home 
country, and good relations between 
the two staff groups, can have an effect 
on whether the partnership succeeds 
or fails. 


“They're extremely important,” com- 
ments James McAlpine, Executive 
Vice-president and Chief Financial 
Officer for Magna International Inc. 
“The only question is when they come 
up in the negotiations. Sometimes 
questions like language and different 
cultural expectations never come up at 
all. Other times, they may be a big 
factor.” 


(cont. on page 3) 
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International Investment 
Statistics: 


(cont. from page 1) 


The seriousness of the problem can be 
illustrated with reference to the graph 
shown. 


For figures which appear to represent 
the same information, the difference in 
the estimates runs from a ‘low’ of $1.4 
billion to as high as an amazing $9.2 
billion. 


Most of the discrepancies arise from 
conceptual differences in the ways the 
statistics are defined. For one thing, the 
United States attributes direct invest- 
ment to the immediate foreign parent. 
Canada does the same — except when 
the immediate parent is a holding com- 
pany through which investments are 
passed to third countries. In such 
cases, the holding companies are dis- 
regarded. 


2 DAS ETD EE 
There are substantial differences 
between countries in statistical 
concepts. 


Therefore, for example, between 1980 
and 1981 there was a jump of about 
U.S. $5 billion in the difference between 
the numbers published by the two 
countries. Of this, a substantial amount 
was accounted for by corporate reor- 
ganizations which resulted in the set- 
ting up of intermediary holding com- 
panies in tax haven countries. Canada 
continued to identify the investments as 
U.S.-based, while the States identified 
them with the tax haven countries. 


Another conceptual difference arises 
from the fact that short-term invest- 
ments are included in the United 
States’ statistics and excluded from 
Canada’s. 


There are also classification differ- 
ences between the figures. In the Can- 
adian statistics, direct investments in 
the United States by Canadian banks 
are not identified separately; all of the 
banks’ assets abroad and liabilities to 
foreigners are treated on a net basis in 
the investment position statistics. 


Which valuation is more appropriate 
— book or market? 


Undercoverage applies to both sets of 
Statistics. The Canadian coverage of 
insurance companies is incomplete. On 
the other hand, the U.S. numbers are 


based on sample surveys and occa- 
sional annual censuses. In a sample 
survey it is quite easy to miss out new 
small and medium-sized companies. In 
the late seventies and eighties, it was 
such companies that fuelled the rapid 
increase in Canadian direct investment 
abroad (CDIA) in the U.S. 


Moving beyond the particular differ- 
ences between Canadian and U.S. sta- 
tistics, a general problem of interna- 
tional comparability arises from the 
question of whether to list the value of 
investment by its book value or its 
market value. Canadian direct and port- 
folio investments, both in Canada and 
abroad, are recorded according to the 
books of the investees. Which valuation 
is more appropriate — book or market? 


The opinion that market valuation is 
more appropriate should come as no 
surprise. But is it practicable to obtain 
market values? Some countries, nota- 
bly Australia, are attempting to get 
around this problem by determining 
market values for direct investment to 
the best extent possible. Unfortunately, 
the practical result is a valuation that is 
neither fish nor fowl — neither book 
value nor true market value; it has the 
disadvantages of both and the advan- 
tages of neither. 


A more common practice is that of the 
United States, in which the direct 
investment series are collected on a 
book value basis, and the portfolio ser- 
ies on a market value basis. 


But should they be stock-market valua- 
tions, or the valuations which would 
result from liquidations or takeovers? 


RT AT A ST EI UE SSCA SI BUN ATTA SSE TE STI 
Unfortunately, the practical result is a 
valuation that is neither fish nor fowl. 

LAE APE PRE IN SON 


It is not difficult to obtain a stock market 
valuation of publicly traded securities. 
Unfortunately, most direct investments 
are in wholly-owned subsidiaries, and 
so there are no stock market valuations 
for them. 


Also, not all stock markets exhibit sim- 
ilar Price Earning ratios at a given time. 
In late 1987, the average Tokyo Stock 
Market P.E. ratio was about 75 com- 
pared to the New York Stock Exchange 
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ratio of about 20. No wonder the value 
of all stocks traded on the Tokyo 
market at that time exceeded the value 
of all those traded in New York. 


On the other hand, a book valuation of 
investments does not distinguish 
between old and new capital. At any 
given time, the stock of capital in a 
country consists of investments made 
over a number of years. Lumping all 
such capital together at ‘book’ really 
does not reveal its underlying value. 
Generally speaking, ‘old’ capital will be 
worth more than ‘new’ capital. 


Some direct investments in Canada 
have been sold for from three to four 
times their book values. 


A market valuation of foreign direct 
investment in Canada, for example, 
would give rise to substantially higher 
numbers, since many of these invest- 
ments have been in existence for a 
long period of time. Similarly, given the 
rapid growth of Canadian direct 
investment in the U.S., some 
researchers have predicted that, by 
1990, CDIA in the U.S. will exceed U.S. 
foreign direct investment in Canada 
(FDIC). 


Even if such predictions were to mate- 
rialize, the true market valuation of 
CDIA in the U.S. will still not be any- 
where close to that of the U.S. FDIC. 
This is because Canadian direct 
investment in the U.S. is relatively new. 


One gets glimpses of these gaps in 
valuations during takeovers. Some 
direct investments in Canada have 
been sold for from three to four times 
their book values. 


There are difficulties on both sides. 
However, on balance, Statistics Can- 
ada’s present practice of compiling 
book values of investments as opposed 
to market valuation continues to be 
more appropriate. 


Which figures are ‘correct’, the Cana- 
dian or the American? The answer of 
course is both — as long as one 
understands how the figures were 
gathered, and what they represent. 


The field of international investment sta- 
tistics is still new and developing. It 
would be a mistake to rely too heavily 
on such statistics without taking their 
limitations and the problems of com- 
parability into account. $ 
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Smoothing the Joins in J.V.’s 


(cont. from page 1) 


Magna is involved in a number of joint ventures world-wide; for example, on Janu- 
ary 30, 1988, it signed an agreement with two Japanese companies to build a 
$49-million plant to make plastic auto parts in Tillsonburg, Ontario. Says McAlpine, . 
“We have a bit of an advantage at Magna because we have on staff a lot of lan- 
guage skills and understanding of different cultures — Chinese people who speak 
the language and live in the Chinese community in Toronto, Austrians, Germans, 


Japanese .... You name it, we’ve got it.” 


“Every joint venture is treated separ- 


ately, according to McAlpine. “The key 
really does go back to how you would 
expect to be treated if you were in a 
foreign country. We may have to hire 
people fluent in a particular language, 
arrange housing, do whatever is 
necessary to accommodate our 
partner.” 


Mainly, they try to remove negatives, 
he says, “and one of those is driving 
around trying to find a place to live. 
Being stuck in traffic is not very pro- 
ductive. We'd rather have the people 
working.” 


Don McKibbin is the Director of Corpo- 
rate Communications for Connaught 
Laboratories, a biotech research firm 
which has business alliances, for 
example, with Integrated Genetics in 
the U.S., Daiichi Seiyaku in Japan and 
Novo in Belgium. He says joint ven- 
tures are a very real part of the com- 
pany’s work. “We're constantly nego- 
tiating. We had people from Saudi 
Arabia in here last week, from Japan, 
China.... The field is so specialized 
that even the largest firms can't do all 
their own research.” Since most of the 
company’s arrangements involve shar- 
ing of research results and products 
rather than staff movement, the biggest 
non-monetary need is for interpreters. 


There are an expanding number of 
partnerships between Canadian and 
Asian firms. Xiaohong Sun, of Quadra 
Logic in Vancouver, feels Canadians 
tend to be impatient. Discussing the 
joint venture between his company and 
Guangdong Enterprises, which is 
based in Hong Kong, Sun says, 
“Communication can be a problem. 
You've got to understand each other 
before you can do business. It’s not 
only a question of language, but of cul- 
tural background, local customs, ways 
of thinking....” 


_ The venture was established in 1986 


| 
| 
| 


| 


to import pharmaceutical products from 
the People’s Republic of China into 
North American markets. Sun 


Joint ventures are increasingly important 


in R&D. This worker is involved in molecu- 


lar biology research — counting Escheri- 
chia Coli colonies used in genetic en- 
gineering. (Photograph courtesy of 
Connaught Laboratories Ltd.) 


remembers misunderstandings, at the 
beginning especially, because no staff 
from Guangdong are working in Can- 
ada. Instead, decisions are made and 
information exchanged by telex, tele- 
phone, and FAX. 


“The system is so different. Guang- 
dong Enterprises, which represents all 
exports and imports in Guangdong 
province in China, is a government-run 
corporation. All important business 
decisions must be approved by upper 
levels, which takes time. You may call 
several times and receive no answer, 
but that doesn’t mean they’re not inter- 
ested. It just takes time. If the Canadian 


partner is too impatient, and, for exam- 
ple, says something sharp in the next 
telex, the Chinese person will lose faith 
in the other partner.” 


He says the quarterly meeting of the 
board of directors, which includes 
Canadians and Chinese, is where 
things get done. “You must talk face-to- 
face, especially at the beginning. It’s too 
difficult to always be telephoning or 
telexing.” 


After two years, the situation is much 
improved, Sun says, partly because the 
two sides know each other better, and 
partly because Guangdong Enterprises 
is changing its organizational structure 
to allow decisions to be made more 
quickly. 


Ventures with Japanese companies are 
also affected by factors such as West- 
ern impatience. Dr. Jan Walls, in an 
article in Issues 2/3/11, writes that, in 
Japan, “markets are built through the 
development and maintenance of per- 
sonal relationships in addition to and 
prior to product quality, price and ser- 
vice”. An attitude of mutual regard and 
trust must be established first, before 
business agreements can be reached 
— a marked difference from the West- 
ern approach of business first, friend- 
ship after. 


Canadian firms are beginning to make 
provision for such factors. In one suc- 
cessful partnership, the joint venture 
established in July 1986 by Mitsubishi 
Steel and Rockwell International, three 
families moved from Japan to Missis- 
sauga in the first year. 


From the beginning, Mitsubishi 
expressed concern that employees 
would be accepted into the company 
culture and the families into the com- 
munity. Rockwell responded by hiring a 
Canadian fluent in Japanese as liaison, 
offering English teaching on company 
time, hospitality in staff homes, and a 
well-attended public welcome at a Jap- 
anese restaurant. It also helped 
arrange such necessities as housing 
and drivers’ licences. Since there were 
at that time over 40 Japanese compa- 
nies with their headquarters in Missis- 
sauga (there are now over 50), the 
children were well accepted in the 
school and offered language training, > 


Board members of the joint venture 
between Quadra Logic and 


there were local Japanese food stores 
and restaurants, and the cable televi- 


sion carried four programs a week in Guangdong Enterprises 
Japanese. Both sides report a success- (Photograph courtesy of Quadra Logic 
ful partnership to date. Technologies Inc.) 


Joint ventures have been called “term 
marriages’. As in matrimony, the big 
issues are vital, but the small can make 
or break them. Successful business 
partners are remembering to screw the 
cap back on the toothpaste tube. w& 


The World Economic Forum (WEF) 
held its annual Symposium in Davos, 
Switzerland, from January 28 to Febru- 
ary 3, 1988, and for the third year in a 
row Investment Canada participated, 
capitalizing on an excellent opportunity 
to bring Canada’s investment message 
to an international, private-sector 
audience. 


— by Susan McMaster, Investment Canada 


Approximately 800 business and eco- 
nomic leaders gathered to discuss a 
broad range of subjects under the 
theme of “The New State of the World 
Economy”. 


Canada presented a high profile in 
Davos. The Canadian federal delega- 
tion was headed by Finance Minister 
Michael Wilson. The province of Onta- 
rio was given featured region status at 
this year’s symposium, as was the pro- 
vince of Quebec in 1987. Mr. Wilson, 
along with our Ambassador to the Multi- 
lateral Trade Negotiations Sylvia Ostry, 
was invited by the WEF to participate in 
the Informal Gathering of World Lead- 
ers (IGWL). As part of the IGWL pro- 
gram, the World Economic Brainstorm- 
ing session permits the business 


Graphic from Prospectus Canada, a new 
Investment Canada publication launched 
at Davos. 
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Canadian Tax System and Incen- 
tives for Industry: Material Reviewed 
as of 1 September 1987. Ottawa: 
Investment Canada, 1987 


Incubators in Canada: A Review of 
Current Canadian Small Business 
Incubator Programs Prepared for 
Investment Canada and the National 
Research Council, by The Network 
Inc. Ottawa: Investment Canada, 1986 


The Political Economy of Strategic 
Partnering, by Dr. Lynn Mytelka, 
Carleton University. Ottawa: Investment 
Canada, 1987 


Venture Capital, by Mary Macdonald, 
President, Venture Economics Canada 
Limited. Ottawa: Investment Canada, 
1987 


Copies of these or other Investment 
Canada publications can be 
obtained by contacting the Publica- 
tions Manager, Investment Canada, 
P.O. Box 2800, Station D, Ottawa, 
Ontario K1P 6A5. & 


participants to engage in off-the-record, 
frank deliberations with the invited 
international political leaders. 


Minister of Regional Industrial Expan- 
sion, Robert de Cotret, also participated 
at this year’s symposium — attending 
plenary sessions, holding meetings 
with potential investors and attending 
Investment Canada’s reception as a 
guest of honour. 


Members of the Canadian private sec- 
tor group attending this year’s forum 
numbered more than 30. Several were 
invited by the WEF to participate in sec- 
toral summits on food and agribusi- 
ness, energy, media leaders, and engi- 
neering and construction. Canadian 
business people led briefing sessions 
on topics from “Managing Diversifica- 
tion” to “Elaborating a Universal Code 
of Business Ethics”. 


In addition to, and perhaps as important 
as, the formal elements of these annual 
symposia, participants are able to 
develop their networks of international 
business contacts through numerous 
social events. % 


— by Susan Gates, Investment Canada 


Second Canadian Conference On 
Entrepreneurial Studies 


Invited papers from the second working 
conference on entrepreneurial studies, 
presented by The School of Business, 
Queen's University and the PJ. Gardiner 
Institute for Small Business Studies of 
Memorial University, in Kingston, Onta- 
rio in November 1987, include: 


Innovative entrepreneurship, Roger 
A. Blais, Ecole Polytechnique de 

- Montréal. 
This keynote address presented the 
experiences and opportunities for 
engineers in technical entrepreneur- 
ship. 
Technological entrepreneurship 
meets marketing — the microcom- 
puter software experience, D.K. 
Chowdhury, R.W. Vandermark, Market- 
ing Management Technology Depart- 
ment, British Columbia Institute of 
Technology. 
This paper focuses on the key link- 
ages between innovation in the mar- 
keting of high technology, with partic- 
ular emphasis on microcomputer 
softwares. 


Intellectual property and the entre- 
preneur, Alan M. Hale, University of 
Waterloo. 

Decisions made and actions taken in 
the early stages of an enterprise can 
affect the protection that can be 
obtained for the enterprise's intellec- 
tual property. 

Technological innovation in Canada 
— independent entrepreneurs vs. 
corporate entrepreneurs, Russell M. 
Knight, School of Business Administra- 
tion, University of Western Ontario. 
This paper compares a sample of 124 
independent high technology entre- 
preneurs with 112 corporate entre- 
preneurs {intrapreneurs) involved in 
developing and introducing high tech 
innovations across Canada. 


Educating toward entrepreneur- 
ship: a review of the international 
literature, Jean-Charles Cachon, 
Laurentian University. 

The purpose of this review is, after 
briefly discussing the current state of 
research on entrepreneurial charac- 
teristics, traits and behaviour, to pre- 
sent a number of developments that 
occurred in various countries in the 
area of entrepreneurial education. 


Small business management and 
entrepreneurship — education 
activities in Canada, 1987 com- 
pared with 1980, Willard H. Ellis, 
Faculty of Management, McGill 
University. 

The purpose of this study is to under- 
take a somewhat more limited survey 
of the Canadian educational institu- 
tions listed in the 1980 study by Dr. 
Kenneth E. Loucks, in an effort to 
determine what changes have taken 
place in the major programs of the 
institutions since 1980. 


The varying faces of entrepreneur- 
ship at the University of Ottawa, 
Wilbrod Leclerc, Faculty of Administra- 
tion, University of Ottawa. 

The Faculty of Administration at the 
University of Ottawa has been giving 
for many years a course in launching 
a small business which, in effect, 
makes the students go through all the 
steps in preparing a real business 
plan. 
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Teaching entrepreneurship to engi- 
neers, Jerry M. Whiting, Mining, Metal- 
lurgical and Petroleum Engineering 
Department, Faculty of Engineering, 
University of Alberta. 

The subject of project management 
can have several different interpreta- 
tions, depending upon the back- 
ground of the teacher. 


Networking and executive devel- 
opment groups, Michael C. Volker, 
Entrepreneur and Adjunct Professor, 
University of Waterloo. 

The best way to keep abreast of new 
developments or management tech- 
niques is to actively participate in (to 
the point of forcing oneself) network- 
ing. 

Entrepreneurial networking for 
skills enhancement — lessons in 
entrepreneurial education from a 
city-wide project involving compu- 
terized small businesses, John Pli- 
niussen, Administrative Studies Pro- 
gram, Nipissing University College. 
This paper will present preliminary 
results from a recent survey of all 
small business members listed in the 
North Bay Economic Development 
Department's Business Directory. 


John G.M. M‘Kirdy, School of Business, Queen’s University at Kingston, addressing the 
Conference. (Photograph courtesy of Events Management Inc.) 


The entrepreneurial potential of the 
long-term unemployed, David W. 
Gillingham, Laurentian University, 
John H. Lewko, Laurentian University, 
Kenneth Loucks, Brock University, 

K. Walter Schwager, Laurentian 
University. 

In 1986 a survey of the attribute pro- 
files of 295 employable welfare cases 
in Sudbury, Ontario was completed. 


A review of technical entrepreneur- 
ship in Quebec, Roger A. Blais, Ecole 
Polytechnique de Montréal, Jean- 
Marie Toulouse, Ecole des Hautes 
Commerciales. 

A new typology of entrepreneurship is 
offered and the salient features of 
each type are briefly described. 


Developing the right hemisphere, 
Leo-Paul Dana, Faculty of Manage- 
ment, McGill University. 

This paper correlates aptitudes with 
styles of learning, and discusses 
types of skills and how these could be 
improved. 


Promoting entrepreneurship, Lois 
Stevenson, Faculty of Management & 
Education, Acadia University. 

This keynote address described 
opportunities for entrepreneurship, 
particularly for women, drawing 
examples from experiences in Atlantic 
Canada. > 


Conference on 
Entrepreneurial 
Studies 


(cont. from page 5) 


Engineers, education and entrepre- 
neurship, Robert H. Grasley, Faculty 
of Engineering, University of Waterloo. 
This paper discusses experiences and 
problems encountered in the instruc- 
tion of engineers in entrepreneurial 
studies, at two study levels, under- 
graduate (University of Waterloo), and 
graduate (York University MBA). 


A mass education experience in 
teaching entrepreneurship in 
Quebec, ‘Become an Entrepreneur’, 
summary of the study, Yvon Gasse, 
Laval University. 

The purpose of this summary is to 
present the results of a study con- 
ducted in an exchange workshop that 


For Your Calendar 


Financial Analysts 
Federation 


“Global Competition: The Next 
Decade’ is the theme of the annual 
conference of the Financial Analysts 
Federation (F.A.F.), to be held in San 
Francisco May 8-11, 1988. For informa- 
tion, telephone 804-977-8156. 


Fourteenth Economic 
Summit 


From June 19-21, 1988, Canada will 
take its turn in hosting the fourteenth 
annual Economic Summit in Toronto. 
Delegates this year include Prime Min- 
ister Mulroney and leaders of France, 
the Federal Republic of Germany, Italy, 
Japan, the United Kingdom and the 
United States, and the President of the 
Commission of European Community. 
For information, telephone 
613-954-2240. 


Investing in Canada is published quarterly by Investment Canada, the investment development agency of the federal government. Opinions expressed in this issue are not 


followed the publication of the course, 
“Become an Entrepreneur’, in the 
daily newspaper Le Soleil during the 
autumn of 1985. 


Government support of high-tech 
firms at start-up, Jerome Doutriaux, 
Faculty of Administration, University of 
Ottawa. 

This paper surveys high-tech firms, 
particularly in the Ottawa area, and 
the ways in which they approach and 
use government support. 


Comparisons and contrasts of 
management education programs 
and courses offered to women 
entrepreneurs across Canada, Dina 
Lavoie, Ecole des Haute Etudes 
Commerciales, Montreal. 
Entrepreneurial ventures by women 
are a rather recent phenomenon and 


6 


1988 International Business 
and Investment Exposition 


The 1988 International Business and 
Investment Exposition is the third in a 
series of events sponsored by Pacific 
Forums Inc. for exhibitors and visitors, 
mainly from Western Canada. The 
1988 Investment Exposition will be held 
November 7-9, 1988, at the Vancouver 
Trade and Convention Centre. For 
information, telephone 604-669-3818. 


Entrepreneur 88 


“Ontario: Taking the Initiative” is the 
catch-phrase for Entrepreneur ’88, 
which is being held May 30 and 31, 
1988, at the Metro Toronto Convention 
Centre in Toronto. Topics include stra- 
tegic partnering, tax implications for 
investors, and evaluating business 
investment opportunities. For informa- 
tion, telephone 416-498-5838. 


Copyright on published material remains with Investment Canada and the authors of each piece. 
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it would seem that most of our Cana- 
dian management schools have been 
caught unprepared to meet the train- 
ing needs of these women. 


Entrepreneurship education at the 
high school level: developments in 
Ontario, Gary Rabbior, Canadian 
Federation for Economic Education. 
The framework of the paper is as fol- 
lows: 1) rationale for entrepreneurship 
education at the high school level; 2) 
what we should expect from entre- 
preneurship education at the high 
school level; 3) an overview of new 
programs in entrepreneurship studies; 
4) what is being done or can be done 
to support these new programs. 


Proceedings (available April 1988) 
may be ordered from CCES, c/o 
Events Management Inc., 4 Catara- 
qui Street, Suite 209, Kingston, 
Ontario K7K 1Z7, telephone (613) 
547-5093. te 


Network 


Network, World Convention of Business 
Partners, is focussed on joint ventures 
and technological partnerships. The 
convention will be held from September 
21-23, 1988, at Place Bonaventure, 
Montreal. For information, telephone 
514-288-3931. Ww 


We’d Like Your _ 
Views | |. 
Your responses and views on /nvest- _ 
ing In Canada are always welcome. 
Letters may be published, subject to 

the writer's consent. Direct corres- 


pondence to: 


The Editor 

Investing In Canada 
235 Queen Street 
5th Floor West | 
Ottawa, Ontario 

K1P 6A5 


necessarily those of the Agency. 


m LE6E-88C-7IS 9] JOS 

-odwood ‘sjuswaufbiesuas ap snid in04 
‘JPSJUON E GINJUSAeUOG Bde} E] & 
886 L aiquiajdes £z ne LZ Np eiajnosep 
as || SenbiBayeus sooueil|e,p 9 Sesid 
-84JU909 Bp UOI2919 E] IOANOWOId 

ap 10/qo inod e neasay seubu0d 97 


souleye p Soieusjied sap 
jeipuow sa15uos ‘nessey 


M LOOS-LFS (£19) 

: 191 ‘LZ MLM ‘OHEIUO ‘UOISSUTI 
‘60Z 1m ‘29.15 mbeseie) F 

“OUI JUSWI9SEUENW SIUSAT 0/2 
499 : SJUEAINS ISSIIPE,J 

¥ JUEALID9 U9 (S86I IHAE,P HUE & 
JUIUWIIIN9S SIEJSUE UP) IDUIIZJUOD 
EI Ip S2J2E Sa JIU21qO 1n94 UE 


Jeu 
-nou91dejue,p sawwesboid xneaanou 
sap néuede un (£ é81/2pU098S nearlu 
ne je”nauasdajua,| ap jueweubies 
-U9 | AP aspuaye UO-jIOp anb (Zz ‘e11Ep 
-U098S Neadlu ne JelNn|auasda4Ua,| 

ap juawaublasua | ap INaAeY US JUa} 
-I[1u inb Suosres Se) (1 : uonezueseid 
0}}09 BP SJUSWI9/9 SIOAID SE] IDIOA 
‘UOHEONPA 9ILIO0U093 10} uoNesepe 4 
ueipeuey ‘Joiqgex Aled ‘(oue]uO 

ul SjuowdojsA9p :19A8] JOOYIS uBiu 
eu} je uoreonpe diysineuside:}u3) 
OHPJUO Ud 911EPU098S NESAIU Ne 
eunouaidenue,] ap juewauBiesus,7 


VOVNV’) NV ALLSHANT 


‘8£8S 

-86+-9L+ 9] 19S0dW09 ‘syuauwoubles 
-U91 ap Snid 1n04 ‘sauleye p SUOISP990 
sap uolyenjeng | je ‘[29S4 ued 2] uns 
SINOSSI}SOAU! Sa] INOd suoissn919d91 
Sing] ‘sosudenue.p sonbiBayens syueuu 
-edn01691 sa] 18]19 jndd UO ‘sopioge 
juoJes Inb sjalns sa] IWe4 ‘oju010 | 

e 91}U99 UONUSAUOD OJUO10 | OHON 
ne 8861 lEU LE 1 OE Se] EIpuS8l} oS 
nb gg, ineuaidenuz se15uos np ue 
-O|S 9] BBS [9] ‘(SJUPA9P Sa] puaid ou 
BJU, 1) ,8AnenIU] eu} Burye L ‘ol, 


88 Anou91d91}u3 


‘818€-699-+09 2] 12S0du109 
‘suawauBissusi ep snjd 1n04 ‘18AN09 


-UBA 9P 91}U99 UONUSAUOD Puke spel] 


ne 886 L 21QUeAOU 6 Ne / Np EJ2/N019p 


9S || ‘U2IPEUR) jSENO,| ap JuewajedIo 
-UIId JUBU9A SINSYISIA Sap ja SJuesodxa 
Sap UONUSIU!,| E ‘OU] SWUINIOY 9924 
Jed sadureied Sa}IAOe,p 2119S aun,p 
auped aj Suep JH9SUIS ‘a1U9B np juew 
-QU9AD BWAISION 2] ‘UO}ISOdXS ayaD 


xneuoljeuiojul 
JUBWAISSI}]SSAU! | 19 Sauleye 
SO] INS 886L ep uonIsodxz 


‘Ovec-vS6 
-€19 2] JaSOdWOD ‘syuewaeublesusi 8p 


snid 1n04 ‘seuusadoina sajneunwwoy 
sap UOISS|LUWOD e| Op juepisaid a] enb 
Isule ‘sIUN-SJ13 Sep 19 luN- euneAox 
np ‘uoder np ‘aijey,| ap ‘eubews| 

-[Y.p ere19pe} anbijqnday e| ap ‘eouel4 
| ap }2],p Sjou9 Se] je AQuoujnyy 

UBL 91SIUILU JBI 8] SJUaseJd 
JUOIBS ‘OJUDIO] e e1puen as Inb ‘anbiw 
-0U099 JOWWOS sWAIZIO}yeNb np ajoy | 
B1aS Epeued 8] ‘886L UIN[ [z ne 61 ng 
anbiwouo0se 

yOWWOS np 9}oOY ‘epeuey 27 


'9S18-226-708 9] Jes 
-Odwod ‘sjuewaubiesuas ap snjd 1n04 


‘(.8p98q IXON SUL :UOI}EdWOd [eq 
-0|9,,) eluu299p eureu9oid e] juepued 
aJEUOIJEUIEJUI S2U91INIUOI E] Bp UO}, 
-N|OA9,| Bway} Inod eine as}UODUaI 27 
‘09SI9U214 UBS E 886 | IEU LL ne g np 
nai] eine (‘4 Y'-) uoneiepa- sjsAjeuy 
jeloueul4 e| 9p ajjanuue 2,U8,21,jU0{ e7 


UOI}219P9-+ 
sj}sAjeuy jeioueul4 


SOHAN9E,P 191PU9SIEI 


‘SOWA SBD AP UONPWIOJ BP SUIOSaq 
xne 21puodai e saasedeaisd sed juos au 
epeuey np uolsab ap S2/09e sap ed 
-njd ej anb ajqwas |! }8 JUBDe/ JUQWAA 
-12/91 JS9 UIUIWIA, JeLNnou9/deue 7 
‘Jegsjuo/\ 

‘Sa|RI919WUI09 Sapnjo sayneu 

Sap 91093 ‘alone eulg ‘(epeue) 
SSo19e Sinou91d91ju9 UDWIOM 0} 
p9194J0 SoSin09 pue swe16o1d uo! 
-29np9 juawabeuew Jo S}S21}U09 
pue suosuedwo9) epeued ne 
sinouaidanus Saw} xne SU9JJO UO}! 
-L/SIUIWPE P SINOD Sa] je sowuuwe16oid 
SO] 81]U9 SOpNJIIILUIS Jo S99U919}IQ 


‘yeyuawausaAnoB indde 

JUASIIIIN 19-S8/[29 JUOP UO eB] 1199P 
9 ‘eme}0,p UOIB91 ej SUep JUBWAJ9)/ 
-noied ‘aibojouyoa} ajney ap sasid 
-3/JUa Sap aOEdas JUaWINDOP 8D 
‘EMENO.P 

9IISISAIUN ‘UONEAJSIUIWPE,P 8N9E + 
‘xneujnog aw019f ‘(dn-piejs ye SU 
y29}-uBiy jo ywoddns juewiu19109) 
elBo|ouuy9e} ayneu ap sesHdenus p 
ebeuewep ne jeueweuioanof Inddy 


‘G86L QUWONE,| e JI8J0S 

97 uaipijonb aj suep «inauaidaijua 
1IU919q> SINOD Np uoHedijgnd e| IAIns 
e Inb seBuey9e p 181872 un, p asped 

8/ SUBP BJINDUOD apnja auN_p sje}jnses 
se, aJUaSa/d JNa}Ne | ‘OWNS91 99 SUEG 
‘PAT 9ISISAIUN 

‘assed UOAA ‘(Apnis eu] yo Aie 
-uins ‘ ,Anou91d91ju9 ue 910998, 
‘oqenp ul diysineusideijus 
Buiy92es] ul sousnodxse uore2npe 
ssew Vy) apnja,| ap auinsal ‘8qan) 
ne yeunsuaidajua,| ap jusweublesuy 
(VEN 440A 

aJISIBAIUN) 2/249 aWaIxNap ne ja (00]/ 
-J8JM BP a}ISJBAIUN) AJOAD soiwasd ne 
Jeunoueidejue ue SiNnaiuabua,p UO! 
-PUOJ B] SUBP SANDAA Sa}/NIIYIpP Sep 
19 saooueladxe Sap ajuese1d snajne,7 
‘00|18JE AA 

ep aJIsJeAIuN ‘aluoB ap ayn2e- ‘Ae] 
-SBID ‘H Yeqoy ‘(diysineueideijue 
pue uoljeonpe ‘sisauuz) yelunou 
-a1deus je juowauBiesus ‘sineluaBul] 


‘SOURUEN 
$a] SUED S8NDIA S9DUALIBAXA, Pp Sal} 
sa/dwaxa sap ajuasaid ja ‘Sawweas 


« xne jnoyns Juelyo,s ‘Jeunaueideue,p 
SUOISEIIO SAP 1199P SINODSIP 9D 
‘euwe/60o1d-sin09sIq 

‘2IPE9Y SHSISAIUN ‘UOHEONPE,P 

je uonsoB ap an2e-4 ‘UOSUSAO]S 

sio7 ‘(diysineueidsesque Bury 
-OWOJd) 211naou91d91jue | JIOANOWO_ 


‘JOIONBWE SOB] ABP SUOŸE, SOSJBAIP 19 
sayjenb ap sedf} suanip 1198p 1e abes 
-suasdde p sad} saj ja sapmnde sa] 
a1Ju9 UOIE/21109 BUN }/[q2)8 inajne, 7 
‘INOW AUSISAIUN ‘uosab 

ap ayjnoe ‘eueg INned-097 ‘(e1eud 
-siway }4B11 ay} Buidojaneq) 1101P 
aJjeydsiwey,| ap jueuweddo|8418p 27 
‘abayjo9g 

Ausienun Buissidin 2j sed een] 

-2A9 UOI]ISAB UB UOI}EUI0) BP 8ANENIUI 
ajeanou aun,p 19014 e sajde snjd 
sa, sasidenue sad Sa, 18198]U09 
ap Ja 18AN01} Ap //99/q0 auIWOD 

yieae inb ajenbua aun,p SeJieulu 
-1191d sJeynse Se] ajueseid In8ne 7 
“e6al|o9 AsieAIUN BUISSIdIN ‘uone1siu 
-ILUpe Ua Sepnje sep euwwei6ol4 ‘ues 
-sniuljq uyor ‘(S9SSauISNQ [IPS pez 
140j3NdWOd HulajoAu! 9a[01d apim 
-Â}19 & WOd UOI}eEONps [e11neuaid 
-91}U9 Ul SUOSS9| — JUSWISIUPUUS 
SIIDIS 10} Buniomjeu jeluneueid 
-81}UQ) SS9SHELIOJUI Fd SP 92948 
aIIIA SUN.p 8]|8U99,] e auau Jjeloid un,p 
SUOISN|9U09 — juewauuon)auad 39 
UOIEUIOJUI p XNE2S91 BP UOIINWWSUOD 
‘UOHEULIOQUI P 

xne9s91 sap e (199104 As 1neJ 

LS Gulag) JUaWAaAOe 1ediorued ap 
jsa uonsob ap sanbiuyde} sajjaanou 
sap 9 sjuawabueyd sap jueinoo 

ne JIU8} 8S ap U0ÿE, aunaysjiaw 27 
‘OOLAJENA OP 9lSISAIUN ‘91IBIIIXNE 
Inasseajoid ja Inau21d9nus ‘19HI0A 

‘9 jeeyuoiy ‘(sdnoub juewdojensp 
9AIN99X9 pue HulyJOMJON) S91pE9 
Sep juewauuonseued Bp sednouf je 
UOIJEUOQUI,P XNE9S91 Bp UOIINSUOD 
JU8I[O Np UO92e/SeS 

9/9U8 | E Ja 1811pu8Je9 Np ja 196 
-png np joedsas ne ‘eloid np sanone 
S/1981q0 sap ajulayje,| e anon as Ji nb 
Ienuesse jueun/osqe 52 Ji, nb juelp 
-N}9,| BADUIEAUOD ap anbiun UoIS2990 
gun JIOA À inagne 7 ‘sj}aloid ap uonseb 
| e SUAS SinalSnjd sauUOp 1ned UC 
"eYSq|y,P SSISAIUN ‘alu 

ep 9yn9e4 ‘ero1od je onbiBun|jeyow 
‘eluIW alu96 ap yuowayedag ‘Bully 
‘NW Auer ‘(siseuiBus 0} diysuneu 
-81d981jU9 Buiy9esj) sinaiueBui xne 
diysinsusideue | ap juewieuBiesuz 
‘Seuldi2sip 

S9/1ne p JUeJANOD uejd Np UO!) 
-dosap eJ 19 58q9n0 np sunaiuebul 
0S9c ap Seidne juawwadas 299848 
9}9nbuse eun,p seeuue1d syeynses 


Vd VNV") QV AILS TANT “ 


sa, anb Isule sineue1deque Sep 
aBoyodA} ajjaanou aun eAnod A UO 
‘Sa[PI918WILO9 

sapnjs sayney Sap 81092 

‘gSnojno| AUEN-UBEF je ‘[PSIUON 

ep enbiuyoayjod 21093 ‘siejg ‘vy 49604 
‘(0eqen0 ui diysineusidesque jeoiu 
-Y99} JO M9IA9I YW) 29q9n0 ne enbiu 
-U98] diysinouaidaijus | ap eweJoued 
Jeunouaid 

-94]U9,| INS SUOHSanb ap esquiou ule} 
-199 UN jIe}]AWOdD apnja,7 OHEJUO Ua 
‘ngpns e eesijeas aja e sajqeAojdwa 
xneloos sajsisse G6z ap sayjenb 

sep sjyold sap apnja aun ‘986 UF 
‘QUUSIJUBINE] OSJOAIUT) 

J@BEMYIS JENA ‘M 10 ‘AISISAIUN 
42019 ‘Syono7 UJeuU9y ‘euuajuane] 
ONSISAIUN ‘OYM97 ‘H UUOF ‘auual} 
-uaine7 9SISAIUN “WeYBIIID ‘M PlAEG 
‘(peAojdwaun uwu193-Buo] ou} yo 
jenusjod jerineousideijue ou) 
elneu9idaue p 91912 US 291NP 
anBuo] ap sinewiou) sap jenua]od 27 


‘esudezjue p uejd 
un p uonesedaid ap sedeje saj Sano] 
Jed sjuelpnje sa sassed je inb asud 

-94JU9 919d eun p JuUaWAaDUR|] 8] ANS 
SINO9 UN AIO EMEJO,P OJSIOAIU/).| 
ep UONE/NSIUILIPE,D 9}/NICY 27 
‘EMEJO,P 91S19A 

-|Uf) ‘UOI}eSIUIWPe Pp 9JN9224 ‘919997 
POQIIM ‘(2Me}O JO Aysisaiun 

eu} je diysinousideijus jo sade 
BuiAieA ay) EMeYO,P syIsuaaiuy,| e 
jelinouaidenue | ap S}Oedse SISAIP S87 


‘O86L Sindsep sjuaw 

-9Ssijgej]9 S99 ap sawweiboid xned 
-loud xne sauodde sjuawabueyo 
SJ JOUIWI8)9p Ap 1NG a] SUEP “SYONOT 
‘FJ yjouuay ‘yw sed 086 L ua 9as 

“1/294 apnja,| SUED Saiaguinus EpEUET) 
np juawaubsesua,p sjuawassijqge}? 
Sej ‘aJuI91S91 SNjd JUaWAAI}e/a4 UOŸE, 
ap 481010d91 e ASIA pme 999 
IHOIN SUSISAIUN ‘uoNseb ep ane 
‘SII ‘H PJEIIIM ‘(0861 UM pared 
-WOd /86L ‘epeues UI! SaIHIAI]98 
uoljeonpe — diysineuesdaisjus pue 
juswabeuew ssauisng IPS) 7861 
19 0861 US epeue) Ne jUuawWesubiesue | 
ap easedwod apnje — jelnausideue 
1e esudaus ajjod eB] ap uosen) 
Jeineus1de] 

-U9,] 8p JUaWAaUBIasua,| ap aulewop 
2, Suep Shed SJeAIp Suep snueA 

-INS Sjuawabueyd ap asquiou uIeu129 
un ajuasa/d eWesOURd 929 ‘sineuaid 
-9/}U9 SAP JUBWALOAWOD 8j 19 S1e1} 


sa] ‘Senb1S119)92129 Se] INS 9492194981 
B] ap janjoe 219,/ 1199p 1101e Said 
‘QUUBIUBINEG |] 9JISISAIUN ‘UOYDeD 
salieu9-ue9f ‘(81n}219}I] [PUOI] 
-PUI9JUI AU} JO M9IA91 e :diysinau 
-e1do1ju9 piemo] Bureonpz) sajeu 
-ONBUJIaJUI SUO!}EDI|IGnd Sep eweJoued 
: jeunouoidenus] op aBessnueidde 7 
‘epeuey 

ne auiod ap aibojouyda} e ap sanssi 
sajneaAnou ap jUBWaDUe] Np Ja UONEI 
-oge/a,| ap sabseyo asudesjua,p Sinau 
-aidajua Z|] | e SjuepUadapu! a}jUIOd 
ep aibojouyda} ue SinauasdaduUa PZ 
ap uo/J}uey929 UN aseAwiod Jnajne, 7 
‘OLEJUC UB}S9/M JO 

AISISAIUN ‘UONEISIUILUPY SSaUISNg JO 
jooyds ‘UBIUM ‘W 118SSN4 ‘(Sineusid 
-81}U9 92104109 “SA sineus1deijus 
juspusdepu! — epeue U! uolI] 
-BAOUUI [291/Bojouu98 1) saiubedwoo 
18 syuepuadepul sineuaidenus — 
epeuey ne aenbibojouyde} uoreAouul 7 
‘a8m9aau a21do1d eS ap u01928) 
-01d ej INS 1enpul JuaANad esudejue 
eun p JUBWIaDUe) Np JuawOoW Ne 
sasud S9/NSOuI Sa] Ja SUOISI29p SAT 
‘O0[I8JE M BP 9S 

-JOAIUN ‘8JEH ‘NW uely ‘(4neudisdesjua 
ay} pue Ayiadoid jenj9e/jeju]) ajjen] 
-9a|jelui 9 1doud e] Je 1nauo1d91u8 7 
‘auiod ap aibojouyoe} 

eB] ap Bunaysew 8j je UOIJEAOUUI, | 
a/jua Suaij XNediouud say 1NS JUBW 
-9//9IJUBSSO aLJOd uonejuesa1d 2791 
‘ABojouyoe | 

jo aynysu] BIquiNjoD Yysig ‘Huyeysew 
np uonsef e] ap aibojouyd9} ap jJuauue] 
-Jedaq ‘Heuyepue…A ‘M'x ‘Ainuymou9 
‘y'a ‘(esueuedxse s1emyos 19nd 
-W09019IL ou} — Bulyaysew syoeuwu 
diysinousiderus je915ojouu99]) 
Hujeysew je enbneuoquiI-OJ9IN 
‘anbiuydea} jeneu 

-3/091]U9,| AP 1n9]98S a] SUED SinaIu 
-96ul xne 1u940,S inb SuoISe290 sap 
19 Seoualiadxe Sap 9a}/e4] SINODSIP 9D 
‘awweJHoud-sinoosig ‘1291 

-UON ap enbiuyoseyAjod 21093 ‘siejg 

‘Vy 16604 ‘(diyssnausidasjua oa1eA 
-Ouu]) inajeAouuI diysinausidenue 7 


: OLIEJUQ) UD ‘UOISBUTY E ‘JELT 
-OWIW AUSIDAIUN.] IP ‘S2mpnjs ssauisng 
[jews JOJ anqysuy JouIpIeD [dq 2] 


Jed 32 ‘S,U22NQ) USISAIUN.] IP ‘ssauisng 


JO JOOU9S ayy ted 286] 21qQuI2AOU 


Ud 99SIUEÈIO JermnzuaIdI.NUI UI S2PN2 


SI] INS IDUIIZTUOD IJUIJIXNIP EJ IP SIO] 
sapioge sja{ns sap sun-sanbyanb IIo, 


Jennousida4jus Ud sopn]o 
Sd] ANS ouu9IpeUP9 92U919jJU09 SW9IXN9Q 


epeuen jJuawassijsenu| ‘S8JRE) UESNS — 


a <Saieye Sap anbiuja,p jas 

-JOAIUN BPOD UN,p U01210q/9,7> E «<UO} 
-So eb] ap UOPOHISISAIQ» B| ap JUeI[E 
SJa[ns SI8AIP JUBYONO} UO!}EWOJUI,p 
SO9UP9S SBP NU] JUO SUdIPeUeD Sale} 
-Je,p SU9B saq ‘UOI}ON1SUO9 E] Ap Je 
elu9B np jewWWOS 2] ja Seipaw Sap all 
Ep Sjou9 Sep JaWWOS e] ‘elBieus,| ap 
JOWWOS 9} ‘a1rejueu[e-015e jeuuios 

9] JUOUIWEJOU ‘wNisodwAs np sped 9| 
suep sasiuebio sjawiwos xne Ja\sisse 
e WNJOY 9IWOU093 PYLON 8] sed SAJIAUI 
919 JUOIPAE SInaISn|d ‘OUUE syed UNIS 
-odwAs ne adidived juo uaipeued aaud 
Jnajoas np sjuejUasesdas OE 2p SNid 


‘INQUUOY,P S8HAULP 811 

e EpEUP{ JUSWESSIJSEAU] P UONdE991 

e] E 9JSISSE PE a SJONJUSAY SINASSNSAAUI 
SEP 91JUO9U81 E ‘SaJaIU9]d S9oUeaS 
sap e edioimed e || ‘aauue 299 

ap wnisodwAs ne sdidied juawe| 
-269 e ‘191109 ap ‘H Yeqoy ‘a;euoibas 
e|[211SNpuI UOISUEdXZ,] 9p 2ASIUIL 97 


‘(13.p SJoyo Sep ejjewoqui 891q 
-wasse — M9) S19p297 pon, Jo Bul 
-J9YJES |ewWIOJU],| e Jodiomed e WN04 


# ‘SV9 diy (0178100) 

EMENO “<> IESINIING “QOSZ 

‘dD ‘EPEUE) JUIWISSTISIAUT ‘SUOT]ED 
-qnd sap 211euuonS239 : NE JISSIIPE,S 
‘EPEUE) JUIUIISSTISDAUT JUd S391q 

-nd sapnj2 sa.zyne,p no suore>rqnd 
$39 ap 3JIE]dW2X2 UN JIU31Q0 Og 


‘2861 ‘epeuey JUEWESSIJSEAU] 

: EMENO ‘POIL epeueyd SOIUIOU 
-093 9/NJU9A ‘ajuapisaid ‘pEUOPIEN 
Ken ‘epeue) ne enbsu-jeyides 27 


‘L861 

‘eEDRULD JUBWASSI}SSAU| : EMEJO UO} 
OULD 9HSISAIUN “'Ud ‘EXISAN UUAT 
auW ‘Sesudosjus p anbiba}e1}s juouwu 
-edn01691 np anbiy}1jod aiwou09s 7 


‘086 L ‘epeueyd JUsWASSI}SOAU| 
: EMENO ‘JU HIOMJON OU ‘epeue 
ne sasiidasjua,p Sinojeqnoul seq 


‘2861 

‘peur, JUBWASSI}SSAU| : EMENO ‘2861 
21que]des ,L ne S99SIA91 SUOI} 
-ISOdsiq : 2111SnpUI,] e S19}JO Sjue] 
-NWI}S 1° Uaipeued jeosy owI69H 


VGVNV") NV ULLSIAN 


| 
| oe Se | a» Rhea, fay. ff 


Lu” zz 


9IWOU093 PJIOM 9] Jed SayIAU! 898 JUO 
‘ASO BIAIAS wi ‘Setes9ye|yjnw SUON 
-21906ou sep afseyo epeue, np inep 
-ESSEQUIE | }9 UOSIJIM 91SIUIL 97 “2861 
Ud DEQGENH 9p sduIAOJd eB] EWIUO9 
‘wnisodws 9] jueinp sauue 229 
2}9p9A ke] WeEdND90 OlPJUO,| BP BOUIA 
-01d e7 ‘ajes9p9} uoneBeep e| Weebuip 
‘UOS|IM J@CYSIW ‘SedUeUI4 Sap au}S!UIW 
a] ‘1949 UW ‘andiedeu! sassed sed 
}S9,U SOAEQ B BUUaIPeUeD BoUSSaJd 27 


“«Q/IDPUOW 

BILUOUND,| BP yeWI|D NESANOU 97» 
WU} 8] SNOS sjalns ap |IeJU9AS aISeA 
UN,p 18}N98Ip ap ue SIUN91 JUOS aS 
anbiwiou0d9 1n8J98$ np suapes| saine 
Je soslidaue p S}Jayo 008 UOJAUZ 


‘QAUd 1n8J99$ np xneuoN 

-PUJS}UI SINOSSIJSEAUI XNE epeuey np 
enusduaig ep abessew 8] suyewsued)} 
ap UOISE990 ejU9/|29X9 aun aoUAaby || 
Inod yenyysuod winisodws 27 ‘gg6L 
JOUA9} € Ne JaIAUel gg Np ‘assins ue 
‘SOAeq kB He/n019p as Inb (43M) wn0o4 
9IWOU093 PJIOAA Np jenuue wnisodwAs 
ne ‘BAIINOBSUOD B9uUe BWISIOI} P| 
Jnod ‘wediomed epeueyd juswassisenu| 


a Bpeuey JUSWJSSAU] Jajseyyo~=y UESNS — 


‘spues6 se] enb aoueyodui p jueyne juo 
S19IUI9P S99 ‘8AHIUH9P US ‘189 ‘S|IEJ9P 
syed xne oaouodde 35e Inb uonue] 

-je,] INS aed opue16 ue esoda1 asud 
-01}U909 un p S999NS 8] ‘WWOS UT 


‘eslidemue | 
ep S299nNS ne enql}u09 jJuowa/e6s JUuO 
UONNUISIPO|Ged ap 22920] aluBeduw09 


‘SOAE(I E 220UY] ‘EPEUE) 
JUIWISSTISIAUT, p UOrE2rqnd 2JJ2AnOU Jun 
‘epeur) snpodsosg op anbrydess sur 


e] sed sreuodel ua soasnyip sesepew 
-opqey suoissiws aenb se] Japsebeus 

ep ayiqissod Be] enb Isure saleNb 
9] Suep sieuodel sjueine}sei ap je UO} 
-PjuaUUI|e, Pp Suisebew ap souasald e7 


‘sre|Bue.p sunoo 

SEP BJAINS Nd jU0 Je 91099] e Sa1de99e 
uelq 9}9 JUO S}URJUa Sa] ‘(OS ep snjd 
JUBUd}UIeLU JUOS Se/[8) E6NESSISSIN 

e [e190S aBals ina] JuareAe sasieu 
-odef sosudenue Or elap ‘anboda | 

e SWWOYD ‘21INPUO) ap Siwuad sep Jiu 
-0]q0 1ne] ap j9 sjuawe6o] Sep 18ANO1] 
ne] ap 2dn990 juewa/e6e 158,5 || ‘Sieu 
-odel jueine}sas un Suep enusaueIq ep 
sede1 un uolusjul une] e asiueBuo e Je 


(PuI S280JOUyD21I IIBOT espenO 

Jed aru:moy ju2w2sn20e1$ OJOYd) 
‘sastidiajuq Suopsucny 

19 2I80T eJpEn() 2SL1d3.7ju202 

EI ap UONENISIUTUIPE. p [J2SUOD Np S2JQUIN 


4 S2/ojdue sap zayo sijjiendoe e Se] ‘eA 
-21} Bp San SO] JUeIND SNUSA XNE9A 
-nou xne Sie|Bue p sinod sep auuop 

e Jaluep 99 ‘seuodel 8] juowwWe 
-n09 peed Inb ueipeue9 Un p S89IA 
-J9S Xne S1N0991 NB JUOP EP [I2MHIOH 
‘AlIAN991/09 E] e 181B9JUI,S JUaTeL 

-Jnod Sa|jILe} Sine] IS Ja BSldejUs | 
suep sa1de99e juaieies SaAojdwea sal] 
IS OARS Op ag}gINbul JE, IUSIGNSIIN 
‘suoneinobeu sep 1nq9p 8] seq 


"P6NESSISSIN 

e Je[[RISUI,S SanuseA juos sasieuodel 
Sa||ILUe] SIO} ‘JEUOIPEUIO}U] 2MYIOH 

18 [9891S IUSIQNSHN 21U 986 L 9IIINI 

US BENWSUOD 91/99 JIOARS E ‘8JNOP ap 
sed ye} au ayissngu e| JUOP 2S11d91U809 
9UN,p aiped 2] SUP ‘SuNna}Oej S99 

SNO} ep 8]dU109 1IU8} e SUIOWUREU JU99 
-USWIWOD seuuelpeue) sasideus S87] 


‘a[8]U9pI990 aydoidde,| ap esoddo | 

e 150 IND 29 ‘adUeIJUOD OP je OUUI}SO,p 
2169p uleyead un a1puleye Ne} |! ‘Seyelo 
-JOUIWO9 $8}U9}U9 SAP 21N[2U09 ap 
JUPAY <’ejuena-saide BOIAJAS a] je xud 9] 
npoid np ayyenb e| anb sajueyoduy 
issne 1NO}] juos sajjanbsay ‘se|jauuos 
-Jad SUOE[91 ap UdI}ULeW 9] Je JUOLWOS 
-SI|Qe19,| INS S8pUO} JUOS SEeYydIeW Sa» 
uoder ne.nb eubljnos ‘| 1/E/2 Sanss] 
suep nied ajoiue un SueRp ‘SIEAA URL NW 
“aousneduul p SJUSWSANOU Sap Jed siw 
-01dW09 2129 Issne In] ned sasieuodel 
-opeued sasiidasjus0d Sap S999NS 27 


‘SUOISI98P Sd] 1919/9992, P 

UIE BINJONYS ES 18HIPOW Vp UleJ} US JS9 
sesudiajuz Buopbueny anb aosed ed 
91ne,p jo ‘Xneluui xned un juassieuuod 
es Sno} enb aodsed ed eun,p ‘uns ‘W 
anbi|dxe ‘sesloijauue juaweyou JUOS OS 
SOSOU9 Sa] ‘22U8]SIXE p SUB XN2p Said 


«’8|lHIp doi Se 

Xa19} Jed no euoyda]ja] wed ares no] 
ngq8p ne JNOUNS ‘XIOA BAIA Ap 1a[1ed 

8S ]ne} ||» “SIOUIUD ap je SuaIpeueyd ap 
QUO} Se IND ‘UOIR1SIUILUPE,P |I8SU09 
np a||81SeWUII} UOIUNSJ eB] Bp SiO] Sesud 
}UOS S9}UBHOdUI SUOISIDap Sa] SaNO 


«IN| UB BOUBIUOD 
21piad ap anbsu sioulyd aid0sse UOS 
‘x9|9} aBeSSaw uos suep ye1edsueu] 
e[89 enb Je jueneduui dou} Se UsIPeUeD 
aileuaped a] IS ‘Sinal|le.q ‘luoned 

219,P HYNS || SESS21AJUI sed jJUOS ou 
SI, nb eup sed 1ne41 eu e199 ‘esuodai ap 
11019991 SUBS Saslidoi Sineisnid e ze] 
-adde SnoA IS 13 ‘sduue} np pusid 2189 
19 ‘sialed Sjuaioyip sed sasanoidde 
2119 JU9AIOP Sajueuoduui SUOISI99pP 

Sa] Sanoj ‘BuopBueno ap aouiaoud el] 
ep uodxs-uodiui p suoneiado sa] sayno] 


ep edn990,s Inb 273,p 919190$ eun jsa 
sesiidiajuy BuopBuens ‘21Joù np juel 
-AJJIP JU9UWI9][8} SB SIOUIYD AUWISJSAS 97» 


‘naido9aje} sed je euoyda/e] 

Jed ‘xaje] sed yOyn|d yuo} as syueouwaub 
-19SU91 ap je SUOISI99p ap soBuey99 
so] ‘epeuey ne ajsod ua [auuos 
-Jod ap sed eu Buopbuend 189 ‘snp 
-uajugjew sep nea e A |! ‘nouns jnqep 
ne nb ajjaddes uns ‘jy ‘sureoig@we-psoU 
sau9Jeu S8] INS aUIU9 ap aulejndod 
anbijqndey ej ap senbyneoeweud 
syinpoid sap 1euodul 8 JIESIA 18 9861 
ue BENSUOD 9}9 e 2S1d21U809 27 


«°°: S9SOYD S8] JIOA ap UOŸEJ 

ap ‘sewnno9 ap ‘21n}N9 ap ISSNE slew 
‘onPue] ap seule} ue jueuianbiun sed 
ged eu af jy ‘21pu21dW09 as 1ne} |! ‘a]q 
-Wasud Saleye Sap 9118} ap JUBAE 129 


(PIT S2L10je0qgeT 148neuuo) sed syusnoy 
JU9W92Sn912I8 0J0Yq) ‘anby2uas 2ru25 

Ud SIISTIIN 1[09 EFYILIZYISY Ip SDIUOO2 
sap 21d0102 aya — 21IE[N22]00 2180[01q ur 
SIYIIDYIIT SIP MNJIIJJI DUUIIIIWYII} 2129 
yuarTdijnur 2s G-Y Ip S2SLId271u202 SIT 


‘guajqoid un 919 jned uOHed|UNWWOD 
ep» anb SIA,P JS UNS ‘W ‘eoUalIedxa 
9199 Bp suaIWWIN| E] E je 2s11d81}U909 
aun auw10} juo ‘Huoy Buoy e eajueld 
-Ui 59 Inb ‘sesu1diajuz BuopBuens 
12 91607 eupend ‘sjuereduul 

JOJJUOWW BS e 99UPPUS] JUO SUaIpEUE] 
Sa] anb SIAB,p 159 ‘J2ANODUPA E 

‘91607 e1pen) ap ‘uns Buouoeix 
‘senbiyeise-opeued saslid91}u909 Sap 
JOWJO} 9S HOA UO ‘Snjd ue snid aq 


‘Sajasduajul,p ulosagq 

a] 159 JUeOdUII Snjd 9} a1reJauou 

uou jOedse | ‘jeuuosiod Bp SJUEUI9A 
-noW Sa] ins enb jonid synpoid sap je 
S9U919U991 OP Sjeynsoi sep eBeyed al 
ins juauod aiubedwod e] ed sen|ouo9 
sojuajue Sap uednid ej aIW09 
«’S0U919U991 SB} S9}NO} 19n]99J9 
jueanod ou Seuweu-Se|8 Sasiderue 
sapuesb snjd sa] anb asijeioeds queue] 
-[9] JS9 SUIEWOP 97 'SIOUIUD ap je sieu 
-oder ap ‘suaipnoes ap aJISIA e] n5a1 
SUOAE SNOU ‘AJBIUJOP BUIELUDS 7] ‘SUOI 
-e1006au ua sinofno} Sewwos SNON» 
‘0]9190S E] BP SE}IAOe Sap jaljuassa 
}U9WW9}9 UN jUOS SasidejUs09 597 


‘anbibjag ap ‘OAON 18 

‘uoder np ‘nyedlas !youeq ‘SIUN-SIE}3 
Sap ‘sonaUued pojelBaju DeAe sesidai 
-U809 Sap 9919 e Inb aiboj;oUYda}01g ue 
29191981 BP asHderus aun ‘seliojei 
-0qe7 }yBneuuog xne suolediunWWOD 
Sap INBJDaIP ]S9 UIGQIMOWW UOG ‘W 


«SUOIOUO} SOS E 1919PSU09 9S 9p Nal 
ne uosiew aun 18492180) e SdWE]} UOS 
e1pied ap ‘a4oçdue un 1n0d ‘onpoid 
SUIOW 9109U8 ja ‘ajqeasHe JUELUIEIA 
sed }sa.u ||» ‘uawasJHesap ap saounos 
SO] JOUILUI}9,P JADIOYA,S NOUNS Ne} || 


«’9190SSE 9J}OU 
e S9SOYO Sa] Jaljl|dwuIs unod asressadeu 
}S9 IND 99 no} auley ap SUOSIOYS 

snou snou ‘awwos uy ‘juawebeuswep 
| JUBINOJUA SJIEJ9p xNe SUOAOA SNOU J9 
‘alnomed ue nue] aun juassIeuuo, 
inb sue sap suoeBeBuse snou ‘seo 
suleyao sueq ‘sAed anne un Ssuep 
OJAIA 18] SUOIA9P S@W@W-SNOuU IS 
sajuaye SOU JUale19$S Sajjanb 18pueuu9p 
9S INE} ||> “@UId| WOW UOJ8S ‘181N9 

-Iued seo un \sa asiudasjua0d enbeu9 


«9}8 ‘sreuoder sap ‘spuewal|y Sep ‘SUaI4oINY Sap ‘OJUOIO | BP BsiOUIYo 
8YAN98/109 e] e Sa1Baqui juos INb je sioulu9 jueped INnb sioulYD sep ajdwexe sed — 
SOJU919JIP Sainyn9 ya sonBue] ap sauuosied Sap jeuuosiod anou led 18]du109 
ap ‘aUIdIYIN ‘W HNSInOd ‘aoueyd e] SUOAE SNON> ‘SIE||OP Op SUOIIIILU Gp E C1BAQIO,S 
SUOI}E||/E}SU! SAP 1N09 97 ‘OHBJUO Ud ‘Binquosi|l1 e anbuseld s1aeuw US SOINJIOA ap 
S9deid ap uoij2911qe, BP aUISN aUN,P UOHONASUOD e] UBUI92U09 sasieuodef sasid 
-81}U9 XNOBP DBAS SJUSJUS SUN NJ9U09 E 9J9190S ze ‘886 L 18IAUBI OE 8] ‘ISUIY ‘JEUOI 
-BUJSjUI ued 9] INS sesidenue0s sineisnid suep sebebus Ise jeuoneuleju| Ube 


(L e6ed e] ap ayins) 


sos1d91}U909 sep uleWiny JU9LU919,7 


Vd VNV") QV ALLS TANT € 


# ‘SOOUUOP Sap UOSIeJedwOod 

e| JUaWA|jan}oe asod anb awejqoid 

8] }8 Sa}WI| SANS] 181qn0 sed eu ap 
JUSIAUOD || ‘JOSSE Ulajd US Jo NeE@ANOU 
@J09US SUIEWOP UN JUOS XNBUOIJEUJeJUI 
SJUSWASSISOAUI Sa] Ans Sanbnsijels S87 


‘SOIJIUO SO] JU} 

-uosa1dei enb 99 Ja sanjaya 9]9 E UO} 
-e|IdWO9 eB] JUBWIWOD BUUdJGWOD UO|| 
enb nanod ‘s9}0984409 JUOS S9119S XN9P 
Sa] ‘le, UW ESIUP-S}e}y Sa] Jed SIUINO} 
xneo no epeue) 8] Jed siusno} xn29 
&SaISnf JUOS Se1JIy9 S80 ap sjanbse7 


“eel1idoidde 

snjd e] 2109U2 JS9 ‘ou21PUW 8] UNS 1N9/JEA 
Ina] JUBAINS anb jomnid ajqgeduo9 
InaJRA INV] JUBAINS S}JUBWASSI}SOAUI! 

Sa] J9]/IGWOD e a}SISUOD Inb ‘epeued 
enbasne]S ap spoujew e] ‘re, ejduu09 
no] ‘SIEN ‘sebeyuenesap sap jueuod 
-WOd UOHEN[PA9 P SepoujeW XN9p seq 


‘elq 

-e]dW09 INS|eA 1n8] SIO} 91enb Je SI01 
Anod S9p99 aja jJUO EpEUE{ ne SJ201IP 
SJUOWESSIHSOAUI SUIEU9N ‘2[01JU09 

ap Seslid sap S10] UOIeENjeAd,p SUP9I9 
S80 ap InNajdwe | 18}2]SU09 jnad UO 


‘XNBOANOU JUBWAA 
-1j2[21 JUOS SIUN-S}e}3 xNe Susipeued 
GI Se] 1249 UB ‘epeur, ne sIUN-SJe13 
SP 9/99 9p JueW8]INu e18u901dde1 

aS au SIUf}-S}2}3 xne epeueyd np {| 
Sap 9U9/EU Np 2/[291 1N8[PA e| JUBAINS 
uonen[eA» | ‘Wesinpoid as 2/99 IS SW 


‘epeuey 

ne SIUN-S}e]3 sep QI Se] JuosaSsedap 
SIUN-Sje]3 xNe SusIpeUed G| $9] ‘0661 
191,p enb ypesd juo SunayosaUd SUIeUaO 
‘apides 29UBSSI019 sna] SUUOP jue}E 
‘qusiuew suew ej aq ‘elap sdwa}Huo| 
OP Jp SJUEWIESSISEAUI S99 ap AI} 
-Jed auuog aun nb auuop jueje ‘Sseneja 
Sje]INS91 Sap }esQUUOP s19Bueno 
SJ201IP SJUBLWASSIISOAU! SAP BYydeW 
np JnNajeA e| JUBAINS UOHEN|eAd 4 


‘nesanou a] anb snjd yneA uaioue |e} 
-1de9 a] ‘ajes9ueb aj6eu uz ‘21891 unayen 
eS INS SJueWauBIesuei Bp Sed }iUINOY 
ou ajqe}dwod 1naJeA eJ JUBAINS je]de9 
29 JanjeAy ‘SOAUUE,P 9JQUOU UIEH99 
uN jueINp sSanj2aJe 919 JUO Inb suewues 
-SIJSOAUI SOP SUUIOS E]| AP BSOdwod as 
sAed un.p jeyideo 27 ‘jeyde9 nesanou 

}9 USIOUE 91}U8 UOIAUNSIP Bp sed je, au 
e[qe]du09 1n8/BA 1n8] JUBAINS SJU9UI9S 
-SIJSOAUI SAP UOENEAS,] ‘SuNayjie seg 


‘HIOA MON 9p 
aS1n0q e| & S99]09 SUOI9E Sap 21199 E 
ainaiedns yea ‘anboda ayaa e ‘oAyO] 


VAN") AV ALLSHANT £ 


ap 9S1n0q ke] E Se}9SUI SUOIJOE SAP 
JnajeA e] enb jueuuoe sed auop }sa,U 
|| 440A MON Op 9S1n0q e] JNOd OZ UOJ 
-IAU® & JUBWAAI}EIEAWOD ‘G/ UOJAUS P 
ye9 OAYO] ep #s1n0q e| ep Bd9UEq 
-Sin09 uaAOW one1 e] ‘/86L 2P Ul E] Y 
‘291j2u9q-SIN09 Oe BAW 9] SUNO!NO} 
sed ju0,u soijqnd sayoiew sa] ‘snid aq 


‘esin0q Ud Sa}9sUI Sed }UOS 

ou Sa}janbs9] ‘Seaisnoxe ajo11doid ue 
Saei|l} SP We} 9] JUOS SJOOUIP SJUSWESSI} 
-SOAUI Sap uednid e] ‘UaWAaSNaINSUjeY\ 
‘SINOG UD S9]09 S91]I} SEP 2PUEUIIEU 
In9|PA E] 11U9]Q0,p e|I91Ip Sed }Se,u || 


&2]91U09 ap asiid aun,p no 

uonepinbi] aun p je19yns91 Inb 21/29 no 
SiaISINn0Q Sou9/EU Se] INS S}JUBWASSI} 
-SOAUI SAP INIA ke] S2|J2-Juajuas21dei 
suolenjerd Se] ‘Sed sjiaued SUP SIEW 


‘ou9/eu 
Np 1n8J8A E] JUBAINS aJ|INaouod ue 
syuouw99e]d Sa] je ‘a|qe]du09 INBjeA 

E] JUPAINS SJ991IP SJUBWASSI}SOAU! 

Sa] 191SIBalue e 8]SISU09 ‘sIUN-SJ2]3 
sa] sed saydope ‘ajueino9 anbiyesd aun 


‘SJUBLUASSISSAUI SEP 9pPUEUIIEU INBjeA 
e| Iu ‘ajqeydwoo IN|yeA e| JU PUNO} 

au ae nbsind ‘sebeyuenesap sep enb 
Je, Ud BYOdWwOd eu 8][3 ‘aye9s E] JUOW 
-oyeuedui nb 919191 au BPOUJEW 2729 
JUBAINS anu8]qo UOIjEN|2A9,| ‘JUaWESNe 
-neujeW ‘ajqissod juaWe)9ex9 snjd 9] 
S]DSJID SJUOWIOSSIJSOAUI Sep 2PUEUIIEU 
INGICA E]| JUBUIWHE]J9P UE 9WAIq 

-01d 98] JOUINOJUOD OP JUd}U9} ‘aIje1} 
-Snv,| uowuwejJou ‘sed sureue) ¢anby 
-21d e| SUEP ajqesi|jedJ 2[[8-JS2 BSOYO E] 
SIE 2U91EU 8] INS 1N8JEA IND] JUBAINS 
9118} BS JIJAOP SJUOUWIOSSIJSOAUI SOP 
uonenjergs,| nb 10S ap Jaye ajquias || 


‘sAed anbeyo sed 
sags sanbysnejs SUOTIOU say JUEYD 
-NO} SI[QUIOU SIPUIIBPIP SIP 21SIX9 JT 


ES]USWASSI}SOAU! 

Sap UOHEN|EA9 p aspoujew aine}|iowW 

E| DUOP ISO aan) ‘SedWEWs S9}9190S 
sep sonsiBoi Sa} saide.p Sajidwoo juos 
JeGueye,| e nb epeued ne jue} ‘aline 
-9U0d ap ja Suaipeued SJ,81Ip S}USW 
-OSSIJSOAUI S87] Z9PUeYoIeW INE|eA 
An9| UOJ@S NO ajqQe}dWod INeyjeA sng} 
UOI9S SJUBWASSI}SOAU! S98} 21119SUI Jeo 
Ud |I-]NE4 ‘BjEUOIPEUIOJU! 9]|94I9,| 8 
S89UUOP Sap s}I|IGesedwoOd e| sp ewa|q 
-01d a] 18nofe s jualA ‘SoUledEWe }9 
souualpeue9 senbnsije]S Sa] 21JU8 JUS} 
-SIX9 IND Saialnomed SeouaJEyIP XNv 


‘slun-sye}g xne 

(al) Suaipeueo sjoaulp sJueuiessSeAul 
sap epides 92UESSIO19 E| 9J2SNS JUO 
nb sosiidenus SBD JUOS 99 ‘O/ seeuue 


Sp Ul} e] SIndep ‘Jueunod ‘529919 
jueuwa/eaAnou sesidejue souus4oui 

Je sajjod Sep JueWue1quouap 

-Sn0S ap enbsi 9] 0199 BaD 
‘UOISR990,| e nb juawasuEeds) un 
anJ98}J9.U UO | 2 UO||JUEYOS UN UNS 
SQPUO} JUOS SauJJIUO Sa] ‘SIUN-SJ213 xNy 
‘Seuuelpeue, eoueinsse,p salueduwo9 
SOP SED 2] JS9,9 ‘S9Je]dWOAUI JUOS 
senbnsyeys se] ‘sed xnep sa] sueq 


‘JEUONEUJOJU! JUSWIASSHSEAUI,| INS Senb 
-1SE]S SO} SUP SJOU SAdJIYO ap UO!) 
-OU0} US S9/n9/29 JUOS JaBueNa| e Senb 
-Ueq Sap jissed 9] }9 }}9,7 ‘8JUNSIP 
uodej ap SayijUap! Sed jUOS au SauUaIp 
-eued sanbueg sap sed sanjaya 
SIUN-S}2]3 XNE SJ991IP S}UaWASSI}SSAUI 
Se] ‘seuualpeur) senbisne]s se] sueg 
‘SO1JJIUO Se] 19SSE]9 ap UOEJ eB] SUEP 
SO9USI9JIIP Sep juawojeBs ajsixa || 


“epeue) a] sed ye} au anb 

29 ‘sanbnsije]S Sune] SUEP Wa} NOD 
e SJUOUW9SSISAAUI SE] JUBN|OU! SIUN 
-S)213 Se] ‘snid aq 'S919190S S980 S9|E] 
-SUI jU812]9 NO xneosi} So6njei Sep jueU 
-9A0Jd SWIWOD 19-XN99 jUaIeJBPISUOD 
SIUN-S}2}3 Sa] ‘SUIBOHOUE SWWOd 
S]USWASSIISAAU! S89 1919PISUOI Ep 
yWenuluod epeue) aj anb siojy ‘xneo 
-Si} SaBnjas Sap 2132 218pPISUO9 UO,| anb 
sfed sap suep ajjinajayod ap saja!00s 
SOUIPU99 19|[P}SUI e JUESIA SUO!eESIUeB 
-1091 Sp & 99/19PSU09 9]9 e ed He] 
9UN JUOP SUIPOHOUE S1E|IOP 9p spel 
-|IWU G UOJIAUS,p n199e \Ssa.s SAed xnap 
sa] wed Saljqnd Salyiy9 Se] a4jUd Wed | 
‘L861 38 O86} eue nb Isule 159,9 


‘alInajeuod ap $919190S sap a}dwod 
sed judi} au peur) 8] ‘seo sjiaued 
sueq ‘Sion Shed sep suep sanjaya 
JUOS SJUBWASSI]SBAUI Sa] ajjenbe] ap 
asiwadUua | Jed aj|INajayod ap 9}9!00S 
oun SO SJEIPSWIWI! 218 9}9/N0S 

e/ enbs1o] nes — epeueg ne aug 
OP BA U || ‘AJEIPSWILU! BIBL 291908 

| E SJ29JIP SJUBDWASSI}SOAU! SO] JUS] 
-nduui SIUN-S13 S9] ‘ISUIY SOUS} Sep 
uonIUy9p eB] e juenb saoueBienap ap al} 
-jed aunefeuwu ue jueuusalAoid See Seq 


‘2|q19pPISUO9 

159 IND 99 ‘Sie||Op ap Spiel||lu z'6 

e pL ap sayye JUeANO Ped UN ‘SUOI} 
-enjergs xnap Sa] aujua ‘e A |! ‘Jojo UZ 
‘ew2|qo1d 

np ingjdwe,| uaig 21}Sn/|| Nesjqe} 27 


‘SOIUINO} SUOIJEWIOQUI Sep auNnyeu 

e| Suep aonb Isure sasijin sjde2u09 sel] 
SUEP S9|QEJOU SOUEJIOHIP SEP aye}SUOD 
uo ‘sonbnsie]s S80 ap aouessIEUUO{ 
pueid uo nbs1o] ‘juewesneineulen 


(L aed e] ap ayins) 

: XNBUOIREUIOSJUI 
S}JUSWISSSI}SOAUI 
So] ANS sonblis11e1S 


SOHAN2E,P 41911PUSIEI 


‘8861 

ua SOARG 2 WNIOY 9IWOU097 PHOM NP 
unsodufs ne euuelpeueo aouesa1d 87 
soneg 


‘aiIBojouyoa} }2 UOIJEAOUU! — 
sinaueidezjue xneeAnou Sep UOe9npa, 7 
"Jemnouoidsique 

ud sopn}9 sa] ANS auu9Ipeue9 
92u919jU09 SWI9IXN9Q 


OHINAN FD SNVG 


(¢ Bed ej e ayins) 


«<’8[q219P 

-ISUOD JINejdwe sun jueuueid Sa/j9,nb 
jUepusdad sAIWe || Se9pioqge siewe|l 
JUOS au Sjeunyjno SUIOS9q ap ja anb 
-ue| ap suonsenb se] ‘sioyed ‘SUOIRI9 
-06au Sap Sunod 9] SUBP JUSUUSIAISQUI 
S|I NO JUBWOW Np puadep jno} ‘yWe} aq 
‘Ou JeuONeUsE}U] PUBeyy e SeaueuI} SEP 
1n919811P }9 1n8]9911P JU9pIS91d-891A 
‘auIdIYON Sewer ‘Wy 212/99P ‘<SJUE} 
-JodUI JUSWEWE1X8 JUOS SIN9]9} SED» 


"UO!}EIDOSSE || 

ap S299NS 9] SUEP JUBUIWWA}9p 9191 UN 
Jeno! jueanod ‘jeuuosiod ap sednos6 
xnap S8| 94jUa SUOIE|91 SeUUOG 

Se] ‘UIJUS Je ‘AUIBIIO SU9W e| Bp ayneu 
-NWWOD 8UN,p 38 Sjaunyjno ye XNa1B1181 
s}U9WESsi|ge}9_p ‘ejou sAed 9] suep 
‘gouasaid E] ‘SJUEJUE Sep UOHeONpsa | 
‘enBue] aun,p abessijuaidde | awwo9 
SauleJQUOLWW UOU SIN9]98, Se] ‘91Ne | 

e sÂed un p jauuosied ap juswaoR|dap 
un eueaqus anbiBayens souelje aun 
no as1de1u209 aun nbsio] ‘uepuedes 


‘SanbIWOU098 Sin8]9e] Sep sed JUaWu 
-8|[8}U2SSE BOAOW ]S9 UOI}ESJO 1N8] 
‘01607 21pen) e dulUyd e] nod swwesb 
-014 Np 1n919811p ‘UNS BuouoeiX ‘NW 
assajsni dane aubijnos 3] auIW109 

13 Jelpuow anbiwouo0ds 98}x9}U09 Np 
ajue1Bajui aed juo} sesi1d91u809 $87 


(z e6ed ej e eyins) 


‘sanbnsuels ap a1u9a6 99 jueljqnd ‘seg-sÂed4 Se je pans e] ‘abanjon 
e| ‘JSENOC,| ep euBewe]|y, ‘ayeasny,| ‘1uUA-swuneAoy el ‘SIUN-SJ213 Se] JUeuIsuuou 
‘sked sanbjanb sinas ‘iny,pinofne 21o9ue ‘slojepno j ‘sJueuiesssSeaul Sep as udoid 
e]| Je 2101009 8] UNS j9 SJueWeIed Sep eoue/eq B| INS ‘SJUEUIESSISEAUI Sep sduR|eq 

| INS Se@ULOp Sap ajjlen2ei epeueD anbisielS ‘seluusdgp xIS ep snid sindaq 
‘sanbiysiye}S S80 INS SUOISI99pP SuNd| 

Juepuol ‘126ue19 e SUIWO9 19! ‘SINaSsseAu! Se] ‘Senbisie}s SUONe|IGWOD seo ap 
juguajsni jueusAoid Sa1yiy9 ep WOJUSs pueuf e syueunfbie ses 2/Âejo eouesaid us 
salued sep aunoeuo ‘efueu99-21qI] 8] ANS SUORI906EU Sep aiped 9] SUEP ‘JUEUNOd 
‘shed SISAIP Bp jueusA01d Seauuop Se] 94jU9 uoSsIe1EdW09 ap sjulod sap 111q219,P 
SIDI 159 |I,nb axajdwWOd ap 1989 JUO SJUS8W8SSISSAUI Sa] INS Sanbsyels Seq 


gepeur) np juouusrAOïd nb xn39 no SIU-SIEJA sap JuouusrAOïd nb xn35 — 
SIDEX9 JUOS S3JJJTUD sao ap SJnbs2T “(LS6I) SIEITOP ap SPIEIITIU 7 ‘6 SUIOWUEAU 
JUI9NE SDJJJIUD IP SILIIS XNIP SI] ITVS LIE99,T ‘PNIEIJ SUIQUI ET JU3ALD9p sanb 
-11S12)S S22 ‘adjourid ug ‘epeue) anbysyejs ap JUSUU3rAOId SIsTIG SIUUOJOI 
say sed sonbrpur juos mb xn29 ‘soysyvjg JO nv2ing ‘s‘] np JUSUU3IAOJd sanajq 
sauuojo) say sed sanbipul S3JJIUD SIT ‘S861 E SLT 2p SIUN-SIEIT XNE suzip 
LUE) Sap red S9NIDIJJI SJIIIIP SIUIWIISSIISIAUT SI] ISNT JOJOL-JI NE2]qE1 IT 


£861 c86L L861 6461 


epeue9 anbiysieys 
ap saauu0g 

(Sn $ Suouiiu ue) 
‘N-‘3 xne s}9a11p 
S]USWASSI}SaAu] 


$91}S1]2}S JO neaing 
‘SN Np saeuu0g 
(SN $ Suouiu ue) 
‘Nr xne syoauIp 
sjuéwessseau] {| 


S861+ E SZG6L Op SIuN-S3e}3 xne 
Susipeue9 sap ued sonj29yj9 
S1991IP SJU9WI9SSIJSOAU, 


éSnon-zasuad ua,no 


‘epeuey anbysieis 
E JIQIIUCUY 19 ITCUOECUIIIUT JTWIOUOII,] IP UOISIAI( EI Ap Joyo ‘spsreyory (AD W 


3p 1oddes un surp sapsoge siurod sap sun-sonbjonb puasdes yins mb aponse, J 


$3S11d31}U909 Sap 
uUleWnyY JU8W919,7 


886} Sduwusjuhid4 —  oN ‘LE ‘OA 


e€494edui09 Sa] uo-inod : xneuorjeuaoqui 
SJUSWI9SSIS9AUI Sa] ANS sonbnsnieis 


VOVNVI 
LNANWLSAANI 


VGVNVO 
INAWASSILSAANI 


VOVNV9 NV STAIVIAIV.A LV NTI AT ANS NILITINEG NN 


ere ENVI NY SHUIVATV.C LV WIT AT ANS NILATING NN | 
PONVT) NV HLLSHAN 


FER 


tetes 
eA 


INVESTING IN CANADA 
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A NEWSLETTER ON CANADAS INVESTMENT CLIMATE 


Vol. 2, No. 1 — Summer 1988 


M CANADA'S INTERNATIONAL 


INVESTMENT POSITION 


This article presents some of the more recent investment statistics available from 
Statistics Canada as adapted by Investment Canada's research division. They 
offer a picture of Canada's investment position in terms of the global economy. 


COMPARISON OF SOURCES OF STOCK OF FOREIGN DIRECT INVESTMENT 
IN CANADA — 1976 AND 1985 (% of Total FDI Stock) 


1976 Total Value of 
Stock — C$ 38.8 bil. 


1985 Total Value of 
Stock — C$ 80.2 bil. 


Source Countries 
Switzerland 
France 
Japan 
Netherlands 
FUR°G: 

UK. 


U.S.A; 


(0) ?) 4 6 8 10 


12 S 74 76 78 80 
Percent 


Source : Statistics Canada, Canada's International Investment Position, 1976, 
1985. Adapted by Investment Canada. 


The world economic environment has changed dramatically over the past few years 
and the Canadian economy has performed strongly during that period, particularly in the 
area of investment. 


Japan is now the world's largest net exporter of capital, but West Germany and Italy 
have also increased their shares. Other countries, not recognized in the past for their pro- 
pensity to invest abroad, have made important contributions to total international invest- 
ment levels. These include Sweden, Australia, South Korea and Hong Kong. At the same 
time, traditional sources of investment, such as the United States and the United King- 
dom, have been contributing relatively smaller proportions to total global flows. 


(cont. on page 4) 


M INTERVIEW WITH 


J.-P. MATHIEU 


‘‘We’ve come here at 
the right time’’ 


J.-P. Mathieu ts the Investment Coun- 
sellor for Investment Canada at the 
Canadian Embassy in Paris, France. 


Photo Réjean ‘Lem eu 


(cont. on page 5) 
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FOREIGN INVESTMENT IN CANADA 


AND CANADIAN INVESTMENT ABROAD 


— Six Decades of Flux — 


This article is the second of two by C.F.J. Richards, Chief, International Investment 
Position Section of the International and Financial Economics Division of Statistics 
Canada. The first article, ‘‘International Investment Statistics: Can They Be 
Compared?”’, appeared in the Spring 1988 issue of Investing In Canada. 


The history of foreign investment in Canada and Canadian investment abroad is by 
no means straightforward. As with international investment statistics, discussed in the 
previous article, confusion and misinformation can result if terms are not carefully de- 


fined and the definitions understood by users. 


Of the foreign capital invested in Canada, Statistics Canada defines direct investment 
as the book value of long-term investment in Canada (both equity and debt) by a foreign 
resident or related group who is both able to exert influence on the affairs of a company 
and who owns about 10% of the equity of the company. 


This may seem an unusually low per- 
centage. In actual fact, a direct investor 
in most cases also ends up controlling 
the corporation. The amount of direct 
investment that does not form part of 
the controlling investment is minimal. 


Since 1926, residents of the United 
States have held the lion’s share of for- 
eign direct investment in Canada (FDIC). 
This has varied from a high of 87% in 
the early 1950s to a low of 73% in 
1986. By comparison, Great Britain, the 
second most dominant direct investor 
here, has about 9% of the total, West 
Germany 3%, and the Netherlands, 
France and Japan 2% each. 


“A direct investor in most cases 
also ends up controlling the 
corporation. "’ 


In Canada the high-water mark of 
direct investment was the period 
1955-1970 when direct investment 
consisted of just a little over 50% of the 
total gross liabilities. By the end of 
1985, its contribution had dropped to 
27% — the same relative position as in 
1926. The only period in which direct 


investment exceeded portfolio invest- 
ment was the 25 years from 
OSEO 


“The high-water mark of direct 
investment was the period 
1955-1970.” 


It is no wonder that the period 1952 
to 1977 coincided with the era of eco- 
nomic nationalism in Canada. The 
growth of foreign direct investment, 
both in absolute and in relative terms, 
seemed to imply that control of Cana- 
da’s economic resources was passing 
into foreign hands. Various governmen- 
tal commissions (from Gordon to Wahn 
to Gray) and agencies (such as the For- 
eign Investment Review Agency (FIRA)) 
were set up to address foreign owner- 
ship and control of Canadian industry. 


In hindsight, it may turn out that the 
1952-1977 period was an aberration in 
our economic history. In recent years, 
the rate of growth of foreign direct in- 
vestment in Canada has been markedly 
subdued compared to that of Canadian 
direct investment abroad. In the six 
years ending in 1985, FDIC in Canada 
increased by 55%; Canadian direct in- 
vestment abroad increased by 155%. 


Most analysts miss an important rea- 
son for at least part of this difference: 
direct investment is recorded at book 
value. For FDI in Canada, it is based on 
the books of Canadian entitites. For 
Canadian direct investment abroad 
(CDIA), however, it is valued according 
to the books of the subsidiaries and 
affiliates abroad of Canadian entities. 

In recent years, a substantial part of 
the CDIA increase is simply due to the 
depreciation of the Canadian dollar 
against foreign currencies. 


The currency discrepancy should also 
be kept in mind when comparing foreign 
direct and portfolio investment in Canada. 
Any long-term investment not identified 
as direct investment is defined as port- 
folio investment. 


Most foreign portfolio investment in 
Canada consists of bonds and other debt 
investments, many denominated in for- 
eign currencies. The depreciation of the 
Canadian dollar against foreign curren- 
cies has an important effect on the 
value of foreign portfolio investment in 
Canada. Of the real growth in foreign 
direct investment in Canada, most has 
been through growth in retained earnings. 


“The only period in which direct 
investment exceeded portfolio 
investment was the 25 years 

from 1952-1977.”’ 


Foreign portfolio investment was as 
high as 61% of Canada’s gross liabilities 
in 1926. Its relative position then declined 
steadily to 28% at the end of 1971, 
when it began to increase again and 
reached 49% at the end of 1986. In the 


last two years alone, an increase in 
Japanese investment has helped push 
foreign portfolio investment up another 
6 points. 


‘It is no wonder that the period 

1952-1977 coincided with the 

era of ecomomic nationalism in 
Canada. ” 


In absolute terms, the increase in 
portfolio investment was about 
2.5 times as great at $102.7 billion as 
that of direct investment at $38.7 billion. 
One might therefore ask if the slack in 
foreign direct investment has been taken 
up by portfolio investment. The answer 
is an unequivocal ‘‘no.’’ The relative 
decline of foreign direct investment per- 
tained to equity capital in the private 
sector. The relative increase in portfolio 
investment arose largely from debt capi- 
tal in the government sector and includ- 
ed provincially owned utilities. 


Canadian direct investment abroad 
(CDIA) shows a variable pattern. There 
are three distinct periods of Canadian 
direct investment abroad: 1926-1976; 
1977-1981; and 1982-1986. From 
1926-1976, the rate of growth of CDIA 
was predictable. Then, beginning in 
1977, CDIA grew at an unprecedented 
rate. It nearly tripled within just five 
years. The United States regained its 
preeminent position as a location for 
CDIA. Three industries were largely 
responsible for the growth: manufac- 
turing, petroleum and natural gas, and 
real estate investment. Although manu- 
facturing maintained its position, there 
were shifts among its subcategories; for 
instance, chemical and allied products 
became relatively more important than 
beverages or iron products. But in 1982 
the rate of growth slowed markedly. We 
are now into a period of consolidation. 


In general, as with other investment 
transactions, the United States has 
always been the most important location 
for CDIA. The U.S. share grew from 
about two-thirds of all CDIA in the late 
1920s to nearly four-fifths by the late 
1940s and early 1950s. After that, a 
steady relative decline set in, reaching 
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50% by the end of 1973. Then the 
United States share of CDIA grew again, 
reaching about 71% by the end of 1986. 


However, by comparison, the United 
States share of foreign direct investment 
in Canada, which also peaked in the 
1950s at about 87%, declined to about 
73% for 1986. It would seem then that, 
by different routes, the United States 
portion of both CDIA and FDIC have 
reached approximately the same point. 


In recent years, there has been a 
relative decline in CDIA in developing 
countries. Since the late 1970s, CDIA 
has been growing at about one-third the 
rate of that of the developed countries. 
Among the developing regions, CDIA 
grew fastest in Asia. Indonesia is the 
most prominent host country. For the 
first time since 1972, Canadian direct 
investment in developing countries 
declined in absolute terms in 1985. 


The role of intermediate holding com- 
panies in CDIA has increased to such an 
extent in recent years that the task of 
statistical collection and proper geo- 
graphical and industrial allocation of 
CDIA is much more complex than it 
was. Some of the direct investments 
held temporarily in certain Caribbean 
countries through holding companies, 
for example, will eventually find their 
way to other countries. 


‘In hindsight, it may turn out 
that the 1952-1977 period was 
an aberration in our economic 
history.”’ 


As well, a fair-sized portion of CDIA 
is in the control of families, not institu- 
tions, management, or other groups. 
This raises the possibility that the heads 
of these companies could take their 
corporate assets and their residence out- 
side of Canada at any time. (To date, 
those migrations that may have taken 
place from Canada for tax consider- 
ations or other reasons have not affected 
the amount of CDIA to any substan- 
tial degree.) 


Direct investment abroad is also clas- 
sified according to the country of benefi- 
cial ownership of capital invested and 


the country of control of the investor 
company. Under this classification, part 
of Canadian direct investment abroad is 
attributed to non-resident interests to 
the extent of their ownership in the 
Canadian enterprises. At the end of 
1983, Canadian residents held direct 
investment equity of $28 billion, or 74% 
of total direct investment, but controlled 
a larger share of $31.7 billion or 84% 
of the total. Conversely, non-residents, 
through their investments in Canadian 
enterprises, held $9.8 billion or 26% of 
direct investment equity abroad, but 
controlled less (16%). 


“By different routes, the Unite 
States portion of both CDIA and 
FDIC have reached approximately 

the same point.’ 


At the end of 1983, there were 
1,460 Canadian enterprises with direct 
investments in 3,723 foreign concerns. 
Some 5% of these Canadian enterprises 
accounted for 78% of the value of invest- 
ment abroad, reflecting concentration of 
investment by a few Canadian enter- 
prises. Canadian-controlled enterprises 
invested, on average, in more foreign 
concerns than those enterprises con- 
trolled by non-residents. 


Another classification shows Canadian 
controlled investment abroad in terms of 
both the direct investment portion of 
capital employed as well as that portion 
owned by third-party investors. By 
year-end 1983, Canadian-controlled 
investment abroad reached $73.1 bil- 
lion, of which 52% was owned by Cana- 
dian direct investors and the remaining 
48% was owned by third parties. 


Canadian portfolio investments abroad 
(CPIA), on the other hand, have remained 
at a fairly steady one-fifth of all long- 
term Canadian investments abroad in 
recent years. The five-year bull market — 
1982-1987 — and the popularity of 
globally invested mutual funds have to 
be credited for this performance. It 
remains to be seen what the effect of 
the market crash of October 1987 will 
be on CPIA. hs 


CANADA’S INTERNAT IONAL INVESTMENT POSITION = (cone. from page 1) 


Despite this change, Canada's share has remained stable at about 4%, but recent 
investments in the United States and the United Kingdom are expected to alter that 


proportion upward. 


The changing global environment regarding investment flows is illustrated in the 
changes and growth that have occurred in the stock of foreign direct investment (FDI) in 


Canada in recent years. 


Ë PERCENTAGE CHANGE IN STOCK OF FDI IN CANADA BY SOURCE COUNTRY 
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Source: Statistics Canada, Canada's International Investment Position, 1976, 


1985. Adapted by Investment Canada. 


U.S. investors continue to hold approxi- 
mately three-quarters of the stock of FDI 
in Canada. Nonetheless, the American 
position of preeminence has been subjec- 
ted to slow but steady erosion because 
of the relatively rapid increase in invest- 
ment in Canada from West Germany, the 
Netherlands, and Japan, as well as 
France and Switzerland. The absolute 
value of British investment has been 
rising in Canada, and, although the 
British share of the FDI stock in Canada 
is lower than it was 25 years ago, in 
recent years it has begun to rise 
consistently. 


Foreign investors all over the world 
are finding Canada an increasingly attrac- 
tive place in which to invest and do 
business. Preliminary figures show that 
the gross direct investment flows coming 
in have more than doubled in the last 
two years — reaching an all-time high 
of almost $9 billion last year. 


Canadian investors, too, are responding 
to the changing world of foreign invest- 
ment. Canadian direct investment abroad 
has grown rapidly, almost doubling in 
the last five years. Last year, for the 
second year in a row, a record high of 
over $8 billion was reached. 


These figures show the growth of 
Canadian enterprises abroad. As world 
leaders in certain areas of technology 
and innovation, they can best capitalize 
on their expertise by bringing it to other 
countries and by moving into new markets. 


For example, Northern Telecom, which 
spearheaded the digital revolution in 
communications, is now revamping the 
entire telephone system for the U.S. 
government in Washington. Olympia & 
York, which has been reshaping the 
South Manhattan skyline for over a 
decade, has just taken on the same task 
in London, England — the Canary Wharf 
Project, the largest real estate develop- 
ment in the world. 


GROSS AND NET FLOWS OF FOREIGN 
DIRECT INVESTMENT IN CANADA 
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Source: Statistics Canada. 
Prepared by Investment Canada, 
March 30, 1988. 


a GROSS AND NET FLOWS OF CANADIAN 
DIRECT INVESTMENT ABROAD 
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Source: Statistics Canada. 
Prepared by Investment Canada, 
March 30, 1988. 


One can measure business investment 
within Canada in a variety of ways. Total 
business investment in Canada (both for- 
eign and domestic but not including 
residential construction or government 
spending) was $62.3 billion in 1987. 
From 1982 to 1987, real business in- 
vestment (adjusted for inflation) grew by 
20%, or at an average annual compound 
rate of 4.7%. This was faster than the 
real rate of growth for the economy over 
the same period, which averaged 4.4%, 
the highest among the G-7 countries. 


Investment is comprised of two parts: 
construction, and machinery and equip- 
ment. It is the latter category which 
contributes primarily to productivity and 
competitiveness. Over the last 27 years, 
the proportion spent on machinery and 
equipment has been increasing, from 
33% of the total in 1961 to 60% in 
1987. In addition, the proportion of 
investment spent on machinery and 
equipment as a percent of GDP has 
risen, particularly since the beginning of 
the decade. It presently stands at 8%, 
more than double the 3.5% of 1961 and 
well above the 27-year average of 5.3%. 
It appears that the more productive por- 
tion of investment has been rising as a 
percentage of GDP even though the 
entire amount has recently been declining 
in relative terms. 


MACHINERY & EQUIPMENT AS % OF 
TOTAL REAL INVESTMENT 

REAL BUSINESS INVESTMENT AS % OF 
GDP 
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REAL BUSINESS INVESTMENT AS % 
OF GDP 
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Accounts. 


Real business investment grew from 
$14.8 billion in 1960 to $55.8 billion in 
1987 at an average rate of 5% per year. 
Over the 27 years, investment intensity 
(business investment as a percent of 
domestic product) measured in constant 
dollars averaged 11.9%. 


These indicators have shown Canada 
to be an attractive place to invest with 
minimal risk. No doubt they will be 
watched carefully by investors as the 
Canada-U.S. Free Trade Agreement 
comes into effect. Most forecasts predict 
increases in both domestic business 
investment and foreign investment as 
more investors seek to serve the Canada- 
U.S. market from a Canadian base. w 


INTERVIEW WITH J.-P. MATHIEU 


‘‘We’ve come here at the right time’’ (cone. from page 1) 


Mr. Mathieu has extensive experience in international marketing and trade. Since 
1975, he has been with CEGIR, most recently as Vice President, Asia and Pacific. 
After two and a half years in Paris, he will be leaving his assignment with the 
Embassy in the fall of 1988. The following interview took place in May 1988. 


Perhaps we could start with a brief 
summary of what you do in Paris. 


The Investment Development Pro- 
gram in Paris started two years ago. 
From the beginning, we took a very 
direct and aggressive approach in trying 
to meet with potential investors interested 
in investing in Canada. 


The first year we started from scratch; 
we decided it would be most effective to 
contact the companies which might be 
potential investors directly. In order to 
identify prospects, we undertook sectoral 
studies in three sectors: advanced mate- 
rials, biotechnology and microelectronics. 


Over a six-month period, we designed 
a fully computerized system, now in 
place, that enables us to identify companies 
that are good prospects on a sectoral 
and regional basis — a lead-tracking and 
follow-up system. The system, which is 


called PARINVEST, is a basic day-to-day 
management tool, designed to enable us 
to identify prospects, to organize a 
promotional activity directed towards a 
specific prospect, and to follow up on 
the prospect. > 


Jean-Pierre Mathieu 


Photo Réjean Lemieux 


Using this system, we identified close 
to 300 potential investors and started 
meeting with these companies last spring 
(1987). At each company, we made 
sure we met with the president and the 
top management, because they are the 
ones who are aware of the company’s 
strategy in terms of foreign market 
expansion and penetration, and they are 
the decision-makers. 


Why have you studied these companies 
by sector? 


We feel it is more important to take a 
focussed approach than a macro or 
shotgun approach — and the results of 
our efforts are coming to fruition this 
year. All the companies we were fol- 
lowing last year through the sectoral 
studies are leading investors. This year 
we will look at two or three more sec- 
tors, ones we did not really cover last 
year, such as defence and the aero- 
space industries, which are very strong 
in France. 


The plan is simple and down-to-earth, 
and it works. You gain knowledge in 
specific sectors and you're more con- 
vincing when you talk to people in a 
given area in France or in Canada. 


Es ‘‘What has helped tremendously ... is 
the confirmation that there will be a Free 
Trade Agreement between Canada and 
the Wesau 


INVESTING [IN CANADA 


What attracts French investors to Canada? 


They know it is easier to do business 
in Canada than in the States; they feel 
more secure about establishing their 
businesses in Canada than about going 
directly to the U.S. market. They know 
it’s cheaper to do business here in many 
ways. As well, we tell them often that 
they can easily find a partner in Canada — 
a company that is seeking new tech- 
nology and that has been doing business 
with the Americans for a number of 
years and therefore already has its own 
distribution network. A joint venture 
with a Canadian company will accelerate 
the process of market penetration and 
thus save a lot of time and money. 


Do you see results from your efforts? 


In 1987, French companies have 
invested very close to $1 billion in 
Canada. This is in the form of acquisi- 
tions, direct investment and joint ventures. 
The Investment Development team in 
Paris participated in or was instrumental 
in bringing in a third of this investment. 


That’s roughly $350 million that 
we've generated through our contacts, 
our promotional activities and our iden- 
tification activities. 


1 would like to stress that we take a 
team approach to investment develop- 
ment, not only in Paris — with Marie 
Vanasse, Michel Bélanger, Céline Bilodeau 
and myself — but in Ottawa, with DRIE, 
Investment Canada and External Affairs. 
None of this would have been achieved 
without real cooperation. 


Photo Réjean Lemieux 


What direction is French industry 
taking? 


France is a country that is changing a 
lot. French companies are tremendous in 
developing new technologies and are 
quite active in R&D, but in marketing 
they have been living in the past. France’s 
worldwide market share has steadily 
gone down, losing 5% or 6% over the 
last five or six-year period. This is now 
changing. The French government has 
really convinced companies to reduce 
their export activities and to increase 
their investment activities in foreign 
countries. Since 1986, the government 
has had an international strategy of 
making sure that French companies 
were positioned in the markets instead 
of just exporting. 


We arrived at the same time, and 
with the same message — we were also 
trying to attract these companies to a 
foreign country. 


And, in return, are you finding Canadian 
investors who are interested in France 
or Europe? 


Our mandate is to attract French 
investment to Canada, but this often has 
a double effect. If we attract a French 
company to Canada and establish a 
joint venture with a Canadian company, 
it becomes a great opportunity for the 
Canadian partner, in turn, to go back 
to Europe and deal with the French 
partner and thus penetrate the Euro- 
pean market. 


There is so much potential in Europe. 
We don’t understand why so few Canadian 
companies are coming to Europe to find 
technology they can bring back to Canada. 


What trends are you seeing in Europe in 
general? 


What’s happening today is pretty 
new in terms of international trade or 
investment activities. There are free 
trade agreements that are being created 
in the two most important markets, 
North America and Europe. Europe is 
targeted to be a single market in 1992, 
and the free trade agreement between 
Canada and the U.S. will be brought in 
over the next 10 years. 


All the companies we’re meeting with 
are taking these two deadlines very, 
very seriously. For the first, they have 
established the priority of positioning 
themselves in Europe before 1992. 


For Canada, what has helped us 
tremendously over the last six or seven 
months in attracting investment pros- 
pects is the confirmation that there 
will be a free trade agreement between 
Canada and the U.S. It was really an 
eye-opener for a lot of European com- 
panies, and they are now considering 
a number of options in order to be 
positioned in North America as soon 
as possible. 


Overall, we’ve come here at the right 
time. The timing of our investment 
prospecting program couldn't be more 
perfect, because all the companies across 
the world are repositioning their interna- 
tional activities over the next two or 
three years, in Europe, in North America, 
in Japan. Canada’s investment development 
program is really filling the gap that is 


being created by this market globalization. de 


—interview by Susan McMaster, Investment 
Canada 


Investment Opportunity 
Data Bases 


The 1988 Fall issue of Investing in 
Canada will feature an article on invest- 
ment opportunity data bases in Canada. 


Investment opportunity data bases 
are basically computerized information 
systems made available to investors looking 
for investment opportunities and entre- 
preneurs who wish to find business peo- 
ple interested in investing capital in 
new, expanding or well-established busi- 
nesses. Thanks to these data bases, 
investors and entrepreneurs looking for 
investment partners often end up making 
a match that benefits both parties. 


Investment Canada is presently con- 
ducting a survey on such computerized 
data bases. In order to carry out a com- 


plete study, the Agency is interested in 
obtaining further information about existing 
investment data bases. We would like to 
receive information on these investment 
data bases from the operators and users 
of these systems. 


Your input would be greatly appreci- 
ated. Please send information to: 


Tammy Davies 
Investment Canada 
Investor Services 
235 Queen Street 
5th Floor West 
CP22800 

Postal Station ‘‘D’’ 
Ottawa, K1P 6A5 
(613) 995-7231 % 


Current Publications 


FRET in Canada — A Selected 
Bibliography. Ottawa: Investment 
Canada, 1988. 


Investment Canada has compiled a 
selected reading list from its own 
publications as well as those of other 
departments and agencies of the 
Government of Canada, and from 

the private sector, to help investors 
and consultants both within and out- 
side Canada find the information 
they need about investing in Canada. 
Information for ordering ts included; 
most publications are available without 
charge for single copies. 


Ordering information for Investment 
in Canada — A Selected Bibliography and 
other Investment Canada publications 
can be obtained by contacting the Publi- 
cations Manager, Investment Canada, 
P.O. Box 2800, Station D, Ottawa, 
Canada K1P 6A5. 


The Canadian Edge. Ottawa: Invest- 
ment Canada, 1988. 


The 1988 edition of this compen- 
dium of almost 1,000 pages of text, 
maps, charts, tables and graphs 
summarizes investment in Canada in 
relation to the geographic, social, 
political and business climates. The 
hardcopy version is available in 
Canada for $150 ($180 in other 
countries), with text updates for $75 
($90). An electronic version, con- 
sisting of software that ts IBM P.C. 
compatible and an instruction manual, 
is available for $75 ($90). Bonus — 
for those who purchase the hard- 
copy version of The Canadian Edge, 
the software version ts available free 
of charge, on request. (Handling 
charges: $4.50 for hardcopy version, 
$2.25 for all others.) 


To order, send cheque/money order 
(payable to the Receiver General of 
Canada) to: Canadian Government Publi- 
shing Centre, Ottawa, Canada, K1A OS9, 
telephone (819) 997-2560. 


va 
Trade Liberalization and Interna- 


tional Investment, Discussion Paper 
No. 347, by Alan Rugman, University 
of Toronto. Ottawa: Economic Council of 
Canada, March 1988. 


Multinational enterprises operating in 
Canada will be able to absorb most 
of the adjustment costs of a bilateral 
free trade agreement. This is the key 
finding of this research study, based 
on theoretical and empirical analysis, 
supplemented by a questionnaire to 
the 43 largest industrial multina- 
tionals with sales of over one billion 
dollars. 


Discussion papers are working docu- 
ments made available in limited number 
and in the language of preparation to 
interested individuals for the benefit of 
their professional comments. Contact the 
Director of Information, Economic Coun- 
cil of Canada, P.O. Box 527, Ottawa, 
Ontario K1P 5V6. & 


Investing In Canada is published quarterly by Investment Canada, the investment development agency of the federal government. Opinions expressed 
in this issue are not necessarily those of the Agency. Copyright on published material remains with Investment Canada and the authors of each 
piece. Letters of response or analysis are welcome, and may be published in future issues subject to the writer's consent. Inquiries, correspondence 
and subscription requests should be directed to The Editor, Investing in Canada, 235 Queen Street, 5th Floor West, Ottawa, Ontario K1P 6A5, 


tel. (613) 995-9630. 
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À NEWSLETTER ON CANADAS INVESTMENT CLIMATE 


Vol. 2, No. 2 — Fall 1988 


INVESTMENT IN CANADA — 


| FOCUS ON THE U.S.A. 


Canada and the United States are linked by history, geography, and economics. Each 
is the other’s most important trading and investment partner, by a large margin. This 
issue of Investing In Canada focusses on recent investment by U.S. businesses into 
Canada, especially in the form of joint ventures and strategic alliances. 


T' wo-way direct and portfolio in- 
vestment is now well in excess of 
C$100 billion. In 1987, direct U.S. 
investment in Canada was ap- 
proximately two-thirds of the total 
foreign direct investment which 
entered the country that year. By 
the end of 1987, the cumulative 
value of direct U.S. investment in 
Canada stood at about C$75 billion, 
almost three-quarters of the total 
stock of C$103 billion of foreign 
direct investment in the country. 
Some 3,500 U.S. corporations have 
Canadian subsidiaries — the largest 
concentration of U.S. foreign sub- 
sidiaries in any country in the 
world. 


In the other direction, of the 
C$9.3 billion of Canadian direct in- 
vestment flows abroad in 1987, 
around two-thirds went to the 
United States. The total stock of 
Canadian direct investment abroad 
in 1987 was C$60 billion; C$43 
billion of this, or 72%, was in the 
US. 


Canada has always been a profitable place for Americans to do business. In 1987, 
corporate after-tax profits were 10.1% of the gross domestic product (GDP), up from 
6.5% in 1983. Over the same period, equivalent profits in the U.S. declined from 4.6% 
to 4.2%. 


Both domestic (see page 4) and foreign direct investment (FDI) in Canada have 
shown strong growth in 1987. There’s been a dramatic increase in the gross inflow of 
FDI, from $8.4 billion in 1986 to $10.2 billion in 1987. This strong investment spend- 
ing is, in effect, a vote of confidence by foreign business in the strength of the 
Canadian economy. 


A combination of factors, ranging from economic policies to recent economic 
developments and long-term strengths, have produced this situation. On the policy 
front, the government of Canada has introduced initiatives to encourage investment, 
deregulate certain industries, reform taxation, improve patent protection and licensing 
arrangements, modernize competition legislation, and reduce the deficit. Combined 
with the unfolding Canada-U.S. free trade agreement, these policies are having a posi- 
tive effect on the economic climate. The Canadian Department of Finance, for > 


or —— 
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INVESTING IN CANADA 


B HIGH-TECH 


INNOVATION 
Is Big Better? 


The following research study was 
presented by Russell M. Knight, 
Associate Professor of Business 
Administration, University of 
Western Ontario, at the Second 
Canadian Conference on 
Entrepreneurial Studies, Kingston, 
Ontario, in November 1987. 


Is research and development more 
efficient in small firms or in larger 
firms? Can they work together? 


The following study compares 124 
independent, entrepreneurial, growth- 
oriented high-technology companies 
with 112 large corporations from 
among Canada’s 500 biggest firms, 
which are involved in developing 
and introducing high-tech innova- 
tions across Canada. It investigates 
the general management and techni- 
cal problems faced by these two 
kinds of innovators and contrasts 
their approaches to such issues as 
market research, financing, opera- 
tions and moving from prototype to 
mass production. 


In general, the independent 
entrepreneurs were technically 
trained, usually in engineering, and 
apa. 
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Admit it. 
Isn’t this how you see 
Canada’s natural resources? 


example, predicts that the agreement 
will increase business investment in 
Canada by 4%, in real terms, by 1993. 


The fact that the Canadian economy is 
the fastest growing of the world’s seven 
largest market economies is another 
reason for investor interest. The 
country’s real GDP grew at a compound 
annual rate of 4.4% from 1983-1987 
compared to the U.S. rate of 3.9%. For 
14 of the last 18 years, the Canadian 
economy has grown faster than the 
American one. 


Canada offers American investors a 
number of cost advantages. Labour costs 
are lower — in 1987, U.S. wage rates 
were 12.3% higher — and comprehensive 
medical and pension coverage lowers 
the cost of fringe benefits to employers. 
The workforce is skilled and highly edu- 
cated. 


Prices for energy and land are general- 
ly lower in Canada. A 1986 study by the 
Montreal Urban Community found in- 
dustrial electricity costs were the lowest 
of those in 14 world centres; in Chicago 
they were twice those of Toronto and in 
New York they were three times higher. 


Canada’s major banks rank among the 
world’s largest. The Toronto Stock Ex- 
change is the second largest by volume 
and the fourth by value in North 
America. 


As well, Canada offers a well 
developed transportation system, a high- 
ly advanced telecommunications system, 
political stability — and the seventh 
largest market in the world, of over 25 
million people. Over 151 million people 
live within one trucking day of the 
Canada-U.S. border, and an additional 
60 million live within two trucking days. 
Combined, the U.S./Canadian market 
comprises 266 million consumers. 


Today’s business environment, charac- 
terized by global market orientation and 
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technology-intensive production, is high- 
ly competitive. New investment is the 
key to improving productivity, reducing 
costs, and reaching new markets. 
Through federal bodies such as Invest- 
ment Canada, the Department of 
Regional Industrial Expansion, and Ex- 
ternal Affairs, the government welcomes 
and promotes new investment into 
Canada. 


Investment Canada was established in 
1985 with the specific mandate of 
promoting beneficial investment in 
Canada by Canadians and non- 
Canadians. The Agency offers various 
forms of investment development sup- 
port to interested companies. 


A network of officers, charged with 
specific responsibility for investment 
prospecting, work from External Affairs 
posts abroad, including consulates and 
the Canadian Embassy, in major centres 
across the U.S. (see page 6). These of- 
ficers provide a range of information 


Be honest. 

Isn’t this how you picture 
Canada’s transportation 
system? 


and services to potential investors, and 
also undertake development activities 
such as seminars, information booths at 
trade fairs, media and marketing cam- 
paigns, and missions of interested busi- 
ness people to Canada. The heart of in- 
vestment development, however, lies in 
the several thousand day-by-day one-on- 
one contacts which these posts make and 
follow up each year with U.S. firms and 
individuals, seeking out prospective in- 
vestors and answering enquiries about 
doing business in Canada. Serious in- 
vestment leads may be brought to the at- 
tention of likely host regional, 
municipal, provincial and federal agen- 
cies. 


In Canada, the Agency provides com- 
prehensive investment-related informa- 
tion, gathers strategic business intel- 
ligence, provides direct counselling, and 
engages in matchmaking, especially for 
joint ventures, technology transfers and 
new businesses. 


Canada is not only open for business. 
It is an active, welcoming and know- 
ledgeable partner with concrete ad- 
vantages to offer. Strategically, for both 
Canada and the United States, in today’s 
intensely competitive environment, 
working together simply makes sense. 


Investment Snapshots 


Canadian Consulates General across 
the United States and the Canadian Em- 
bassy in Washington work with Invest- 
ment Canada among others to promote 
investment development between 
Canada and the U.S. Following are 
some recent activities and targets for the 
coming year. 


ATLANTA 


The Atlanta consulate has had success 
in the last year with an advertising cam- 
paign "that played on southern myths 
about Canada as a place of eternal 
snow," in the words of Assistant Trade 
Commissioner Audrey Turner. The ad- 
vertisements, targeted to small and 
medium-sized growth firms in the 
southeastern U.S., generated over a 
hundred investment leads. 


In May the post sponsored an Ocean 
Technologies Opportunities Seminar in 
Biloxi, Mississippi, endorsed by 
NASA’s National Space Technology 
Lab, which led to a number of new op- 
portunities for Canada/U.S. collabora- 
tion and investment. Participation in the 
American Society for Microbiology An- 
nual Meeting and Trade Show in Miami 
Beach, Florida — an international show 
which attracted 13,000 business people — 
led to several hundred potential invest- 
ment contacts, and participation in the 
International Woodworking Machinery 


Tell the truth. 
Isn’t this your idea 
of the Canadian market? 


Extracts from Atlanta’s recent print media 
advertising campaign. 


and Furniture Supply Fair (WF ’88) 
also resulted in a number of excellent 
leads. Plans include a defence/high-tech 
investment seminar to be held in Florida. 


BOSTON 


"The major manufacturing companies 
headquartered in New England — for ex- 
ample, Digital Equipment, Raytheon, 
Textron, Data General — already have ex- 
tensive operations in Canada," says 
Senior Trade Commissioner Bernard 
Giroux. Therefore, the post concentrates 
on small and medium-sized companies 
which are good prospects for joint re- 
search and development activities, 
minority shareholding, and transfer-of- 
technology agreements. Investment in- 
formation seminars and development ac- 
tivities are scheduled for the coming 
year in biotechnology, informatics, 
software and medical devices. 


BUFFALO 


"Doing Business With Canada" semi- 
nars "got the message through" says 
Paul Desbiens, Senior Trade Commis- 
sioner, and led to new and increased in- 
vestments from Ingram Software, 
Greater Buffalo Press, Niagara Paper, 
Sonitrol (security service), Zee Medical 
(first aid mobile units), Computer Task 
Group, and Marine Midland Bank, 
among others. Anew wave of interest 
was created by the announcement of the 
free trade agreement, says Desbiens. 


Good Earth Organics Corporation 
(New York, Buffalo) opened a peat moss 
plant in Pt. Escuminac, New Brunswick 
in September 1987. Guenter H. 
Burkhardt, President, notes that "the 
Canadian Consulate in Buffaio was ex- 
tremely helpful in locating this most 
valuable deposit of Canadian sphagnum 
peat moss. It also helped make the 
project possible by assisting Good Earth 
in obtaining an Industrial Regional 
Development Program Grant worth 
$400,000." 


CHICAGO 


Sector-specific trade shows and semi- 
nars, for example in electronics, the food 
industry, and technology transfer "draw 
in an industrial and commercial 
audience," says Trade Commissioner 
Ron Bollman, "and they’re always a suc- 
cess story." In recent investments, 
Zenith Electronics Corporation, Glen- 
view, Illinois entered this spring into a 
joint venture agreement with Les 
Entreprises Videoway Ltée, Québec, (Le 
Groupe Videotron) to produce Videoway 
cable terminals for a new cable and 
telecommunications system being 
launched in Canada and the U.S. — "the 
first system of its kind in the world," ac- 
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cording to Michel Dufresne, Videoway’s 
president. 


In July 1988, Motorola Canada Ltd., 
Illinois (Motorola Inc.), a leading 
electronics manufacturer, acquired MDI 
Mobile Data International Inc. of Rich- 
mond, British Columbia. 


Dixon Automatic Tool Incorporated of 
Rockford, Illinois, has had a manufactur- 
ing facility for automated assembly 
machines in Stony Creek, Ontario, since 
1981. John H. Dixon, President, says 
"We’re servicing about 270 customers 
from Vancouver to Quebec — American 
companies as well as Canadian ones. 
Our sales in Canada have been growing 
at about 18% a year." Dixon is en- 
thusiastic about government employ- 
ment training programs. "The govern- 
ment has been very helpful. We’ve had 
good success, especially with the stu- 
dent-work programs. Altogether, we’re 


Rody Salas, VP and General Manager, Industrial Computer Division, Allen-Bradley, Rockwell 


market The Advisor 2, an on-line colour 
graphics computer instruction set and 
software developed by Dynapro, Van- 
couver. 


In other investments, Centimark Cor- 
poration, Pittsburgh, established an of- 
fice in Etobicoke to install roofing 
materials. Burton Rubber, Burton, Ohio, 
established a manufacturing plant in 
Tillsonburg, Ontario. Hilltop Research, 
Cincinnati, established a facility in Win- 
nipeg, Manitoba for testing soaps and lo- 
tions in cool environments. The Lens 
Crafter Division of U.S. Shoe is estab- 
lishing eye-wear stores in Calgary and 
Toronto with 15 more planned. And Hof- 
fman Process Inc. of Pittsburgh, entered 
into a joint venture with Sleegers 
Machining in Toronto to produce heat 
exchangers. 


International (right), with Larry Lederman of the Canadian Consulate in Cleveland, in front of the 


Canadian-designed and manufactured Advisor 2. 


pleased with our equipment and our 
company in Canada." 


CLEVELAND 


Larry Lederman, Head of Consular 
Post, says "all the firms I’ve visited in 
the last few months have expressed very 
positive views about the free trade agree- 
ment. Several CEOs have told me that 
they would expand their Canadian 
facilities as part of the rationalization 
process and economies-of-scale benefits 
they hope to derive from the FTA. None 
have said they will diminish their 
manufacturing activities in Canada. 
They say the quality of life for their 
employees in Canada is excellent and 
the commitment of employees to their 
jobs is exemplary." 


In one recent joint venture, Allen- 
Bradley (Rockwell International) will 


DALLAS 


Ann Charles, Senior Trade Commis- 
sioner, says the greatest impact on invest- 
ment prospects in the Southwest has 
been the change in the energy sector in 
the last few years. "Oil and gas com- 
panies were hit hardest by the major 
recession of 1986-87, but the worst is 
over now, and those that have survived 
are flush — they’re sitting on money." 
She says the investment climate is per- 
ceived as being very favourable right 
now, in both fiscal and monetary 
regimes, partly because of the free trade 
agreement. "The energy industry also 
watched the Dome/Amoco arrangements 
very closely, and the Hibernia situation 
continues to heighten interest." Recent 
initiatives — include four major seminars 
on the FTA and a targeted mailing to the 
electronics sector. > 


DETROIT 


In Detroit — "the automotive capital of 
the world" — according to Paul 
Robertson, Commercial Officer, the con- 
sulate has sponsored investment semi- 
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nars in the last year directed at automo- 
tive parts producers, the high-tech sec- 
tor, the defence industry, and the general 
manufacturing base. The post has 
received an increasing number of en- 
quiries of late. "There obviously has 
been interest generated as a result of the 


free trade agreement, with potential in- 
vestors ‘testing the waters’ in con- 
templating future investment in 
Canada," says Robertson. 


Recent investments include the estab- 
lishment of a plant in St. Thomas, > 


@ INVESTMENT BAROMETER 


Domestic investment is key indicator 


Domestic investment is an important in- 
dicator of the health of our economy. 
Right now, business is bullish. Its invest- 
ment spending plans bode well for the 
economy during the coming year. 


Business investment, in plant, 
machinery and equipment, is currently 
contributing about 13% to Canada’s 
gross domestic product. Its importance, 
however, is much more pronounced 
when it is a major factor in fuelling a 
sixth consecutive year of economic 
growth. The 1988 mid-year economic 
report of the Organisation for Economic 
Co-operation and Development (OECD) 
points to this as a major reason for 
Canada’s top ranking among the major 
OECD countries. 


Two federal government surveys (by 
Statistics Canada and the Department of 
Regional Industrial Expansion (DRIE)), 
conducted this spring, support the OECD 
outlook. They both report strong actual 
and expected increases in domestic in- 
vestment spending. Housing was one of 
the strongest areas over the past several 
years but is expected to level off in 1988 
(see table 1). 


Index of Business Confidence 
Index (1977=100) 
200 


1980 81 82 83 84 85 


86 


Both surveys reveal healthy increases 
expected in the natural resource sectors 


ness confidence is at its second-highest 
level in its history. %e 


of forestry, mining, and oil and gas, as 


well as in the manufacturing, utilities, 
and finance-insurance-real estate sectors. 


— by J. William Galbraith, Investment 
Canada 


According to the DRIE survey, all major 
regions of the country are expected to ex- 
perience investment increases of around 
30% or more, except for Ontario, which 


shows intended outlays of 


10.6% (see table 2). 


However, Ontario 
still claims the lion’s 
share of one-third of all 
the intended investment 
spending revealed in the 
DRIE survey. 


Research by a private 
organisation reinforces 
this optimistic domestic 
investment picture. The 
results of the Conference 
Board of Canada’s 
quarterly survey of Busi- 
ness Attitudes & Invest- 
ment Spending Intentions 
(May 1988) shows that 
the Board’s index of busi- 


87 88 


Sources: Statistics Canada; The Conference Board of Canada, May 1988 


Table 1 


DOMESTIC INVESTMENT IN CANADA 
NEW CAPITAL EXPENDITURES 


1984 1 1 
($billion) 


INDUSTRY 


RE 
iv 


Agriculture, Fishing 

Forestry 

Mining, Quarrying, Oil Wells 
Construction 

Manufacturing 

Utilities 

Trade 

Finance, Insurance, Real Estate 
Commercial Services 
Institutions 

Housing 


Sub-Total 

Government Administration 
TOTAL 

* Intentions at beginning of 1988. 
Source: Statistics Canada, Private and Public Investment in Canada, 1988. 
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Table 2 


CAPITAL EXPENDITURES* OF SELECTED LARGE COMPANIES 
FOR 1987 AND PLANS FOR 1988 — BY PROVINCE/REGION 


Actual Intended 


ee) Gulley 1988/87 


ROV N 
(Current $million) 


Newfoundland 
Prince Edward Island 
Nova Scotia 

New Brunswick 


Atlantic Region 


Quebec 
Ontario 


Manitoba 778.6 
Saskatchewan 757.0 
Alberta 4,323.2 


6,083.6 


TITLES 
10.3 
132.1 


2,081.2 
24,406.0 


1,547.2 


4,622.6 


5,994.6 
9,177.2 1 


10,154.0 


Prairie Region 


British Columbia 
Yukon 
Northwest Territories 


British Columbia Region 


CANADA 31,059.1 


*Only the 300 firms which reported for the years 1987 (actual) and 1988 (revised in- 
tentions) have been included in this table. Source DRIE, 1988. 
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Ontario, to manufacture seat recliners 
for the automotive industry by ITT Han- 
cock, Jackson, Michigan. 


LOS ANGELES 


Biotechnology, computer-related tech- 
nology, electronics and advanced in- 
dustrial materials are targeted areas for 
investment development in this region, 
according to Lorne Dyke, Consul (In- 
vestment). "The advent of the Canada- 
U.S. free trade agreement has also 
brought increased interest by Southwest 
_ firms in Canada as they consider where 
in North America they can most competi- 
tively and efficiently produce for the 
North American market." 


Recent investments include Rockwell 
International’s establishment of Rock- 
well Ship Systems Canada, and S.W.I.’s 
establishment of Palatine Enterprises in 
Bumaby, B.C. 


In late 1987, Cannell Studios of 
California agreed to establish a produc- 
tion studio in British Columbia, and in 
July 1988 entered into a joint venture 
with the Canadian company Comweb 
Corporation to establish North Shore 
Studios in North Vancouver, B.C. The 
new facility will be a C$20 million TV- 
film studio with seven state-of-the-art 
sound stages and over 100,000 square 
feet of facilities. 


In a new approach to development of 
airport facilities, Lockheed Air Terminal 
Inc. (Lockheed) of California and the 
Canadian firm of Huang & Danczkay 
Ltd. have entered into a joint venture to 
develop, finance, construct and operate 
the first major privately owned interna- 
tional air passenger terminal in Canada. 
The C$381 million facility, Terminal 3 
of the Lester B. Pearson International 
Airport in Toronto, "is our largest 
project to date," says Lockheed Presi- 
dent Viggo M. Butler. 


MINNEAPOLIS 


Investment development in Min- 
neapolis concentrates on the electronics, 
agri-business and medical products sec- 
tors, and includes seminars, speeches, 
visits, mail campaigns, and participation 
in trade fairs. For the several dozen cur- 
rent active investment enquiries, the post 
may provide background material, sec- 
toral contacts or information on loca- 
tions. Senior Trade Commissioner Peter 
W. Bélanger says that, "with so many 
players in the game, we must be careful 
not to duplicate efforts. Prospective in- 
vestors have been very supportive of our 
efforts, and appreciate the level of con- 
fidentiality provided. We do not alert 
provincial governments or 
municipalities to specific leads unless 
consent has been given by the prospec- 
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tive investor. Com- 
panies do not rush 
into investment 
decisions, and it is 
vital that our assis- 
tance be perceived 
as helpful but un- 
obtrusive." 


NEW YORK 


John Morand, 
Consul (Invest- 
ment), says the aim 
of the New York of- 
fice is simple: 
"One-stop service." 
The office will 
promote an invest- 
ment in any way 
needed, from solv- 
ing tariff problems 
to leasing buildings. "We’ve established 
a network of local, provincial and 
federal government contacts across 
Canada who will follow up information 
and match-making requests from U.S. 
firms." Investment leads handled 
through the consulate last year produced 
US$509 million worth of new invest- 
ment into Canada. 


This includes the expansion of Cham- 
pion International of Stamford, 
Connecticut’s pulp-and-paper operation 
in Hinton, Alberta, which will increase 
production to 1200 tons daily from 600 
tons. 


Eastman Kodak, Rochester, New 
York, will construct a manufacturing 
facility in Toronto to produce up to 100 
million pounds annually of the plastic 
product PET. Says Vice-President, 
Eastman Chemicals Division, R. Wiley 
Bourne, "The new facility confirms our 
commitment to the Canadian 
marketplace." 


Frank B. Hall & Co. Overseas, Inc., 
New York, is establishing insurance of- 
fices across Canada. President R. N. 
Lamprecht says "The Consulate’s help 
was invaluable. The information on the 
free trade agreement, the insurance 
market and the entire Canadian 
economy enabled me to put together an 
extremely professional report on Canada 
which was the key to selling our 
Canadian investment plan." 


Robert W. Crane, Vice-president, 
Finance, I-Stat Corporation, Dayton, 
New Jersey, remembers that "we were 
looking for a new facility for our com- 
pany when we located Siltronics in Ot- 
tawa. It was in receivership, and we 
were able to acquire it. That part was 
just businessmen eyeball-to-eyeball in 
hard negotiations. But doing business in 
Canada was not like doing business in 
Pennsylvania. .. . We had no idea of the 
amount of paperwork we would have to 


The Chicago Consulate’s investment promotion information booth. 


ZIORS ARE HEADING FOR CANADA. © 


do and the amount of information we 
would need. That was where Investment 
Canada came in. If it hadn’t been for 
the help of the people at the Agency, I 
don’t know if we would have been able 
to go through with this. Investment 
Canada deserves a pat on the back. The 
New York consulate also helped us 

when there were problems with immigra- 
tion." 


SAN FRANCISCO 


In June 1988, Lanpar, Canada’s lead- 
ing DEC-compatible video terminal 
manufacturer, announced a technology- 
licensing agreement with Everex Sys- 
tems, Fremont, California to make and 
market Lanpar video display terminals. 
Lanpar will use a portion of the 
revenues generated for continued re- 
search and development, and Everex 
will help the smaller company with 
world-wide cost reductions and com- 
ponents purchasing. 


Senior Trade Commissioner Paul D. 
Donohue says that "often Canadian 
firms have state-of-the-art technology 
but lack the channel of distribution for 
effective entry into the U.S. market. As 
well, the smaller size of the Canadian 
market makes it difficult to purchase 
components in volumes large enough to 
be competitive. Lanpar is a case in 
point. Lanpar has undertaken extensive 
R&D programs in the last two and a half 
years and Everex is a strategic partner 
which can take the result to the world 
market." 


MIPS, a rapidly growing firm which 
designs and manufactures microproces- 
sors for Reduced Instruction Set Com- 
puters (RISC), recently opened an office 
in Canada. Lanpar and MIPS are two ex- 
amples of investment development as a 
result of active promotion by the consu- 
late of joint ventures and partnerships. > 


SEATTLE 


In the Pacific Northwest, investment 
prospecting takes the form of targeted 
presentations, visits and mailings. Senior 
Trade Commissioner A.S. Poole says: 
"The benefit of these activities has 
generally come from an enhanced aware- 
ness of the role of this office, or the 
planting of a seed for the future." For 
example, following a recent mail cam- 
paign two companies contacted the post 
to advise it that labour or taxation 
problems would necessitate the closure 
of Canadian operations. "Our interven- 
tion subsequently reversed the course of 
action." 


In recent investments, Hecla Mining 
Company of Canada (Hecla Mining 
Company, Coeur d’ Alene, Idaho) has 
entered into a joint venture agreement 
with Highwood Resources of Vancouver 
to explore development of a mineral 
property in Thor Lake, Northwest Ter- 
ritories. Maverick Microsystem Interna- 
tional, Mukilteo, Washington, has sales 
offices in Canada and is considering es- 
tablishing manufacturing facilities. J. E. 
Findley, CEO, says "We’re looking at 
Canada as a stepping off point for the 
U.K., Europe, Australia, India — a way to 
avoid the excessive duties we pay if we 
ship from the U.S. However, with the 
new free trade agreement, we don’t 
know if this will still be a viable solu- 
tion. We’re still collecting data." The 
consulate has been a focal point for their 
investigations: "They’ve been good 
friends, one of the best." 
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WASHINGTON 


Brian Oak, Commercial Counsellor, 
notes that the post is in its first year of in- 
vestment prospecting and, to date, most 
investment development has consisted 
of tracking enquiries and investment pos- 
sibilities. Enquiries in the last year have 
come, typically, from small to medium- 
sized companies in services or light in- 
dustry. "Among large companies," says 
Oak, "the impending free trade agree- 
ment has been a definite motivational 
force in investment strategies north of 
the border. The same has not been true 
for smaller companies." He says the post 
is "now geared up" and an expanded 
program of investment development ac- 
tivity will be implemented in the new 
year. 


— by Susan McMaster, Investment 
Canada 


For further information, contact Canadian 
Consulates General and The Canadian 
Embassy. (Note: several officers have 
changed postings since the above inter- 
views were conducted in July 1988.) 


A. M. Turner, Assistant Trade Commissioner 
Suite 400, South Tower 

One CNN Center 

Atlanta, Georgia 30303-2705 

(404)577-681 


Bernard Giroux, Senior Trade 
Commissioner 

3 Copley Place, Suite 400 
Boston, Massachusetts 02116 
(617)262-3760 


Artist’s rendition of the planned North Shore Studios in Vancouver. 


George Musgrove, Senior Trade 
Commissioner 

1 Marine Midland Center, Suite 3550 
Buffalo, New York 14203-2884 
(716)852-1247 


George Phillips, Trade Commissioner 
310 South Michigan Avenue, Suite 1200 


Chicago, Illinois 60604-4295 


(312)427-1031 


Greg Bates, Trade Commissioner 
55 Public Square, Suite 1008 
Cleveland, Ohio 44113-1983 
(216)771-0150 


James Sotvedt, Senior Trade Commissioner 
St. Paul Place, Suite 1700 

750 North St. Paul Street 

Dallas, Texas 75201 

(214)922-9806 


Paul Robertson, Commercial Officer 
660 Renaissance Center, Suite 1100 
Detroit, Michigan 48243-1704 
(313)567-234 


Lorne Dyke, Consul (Investment) 
300 South Grand Avenue, 10th floor 
Los Angeles, California 90071 
(213)687-7432 


Peter W. Bélanger, Senior Trade 
Commissioner 

701 Fourth Avenue South, Suite 900 
Minneapolis, Minnesota 55415 
(612)333-4641 


John Morand, Consul Une 
1251 Avenue of the Americas, 16th floor 

New York, New York 10020-1175 
(212)586-2400 


Paul D. Donohue, Senior Trade 
Commissioner 

50 Fremont Street, Suite 2100 
San Francisco, California 94105 
(415)495-6021 


Paul C. Hubbard, Senior Trade 
Commissioner 

412 Plaza 600, Sixth and Stewart 
Seattle, Washington 98101-1286 
(206 )443-1777 


Brian Oak, Counsellor (Commercial) 
Canadian Embassy, Trade Section 
2450 Massachusetts Avenue N. W. 
Washington, D. C. 20008 

(202 )453-5505 


M The Canadian Edge Price 


for Software 


In the last issue of Investing In Canada, 
the price for the electronic version of 
The Canadian Edge (Ottawa: Investment 
Canada, 1988), consisting of IBM PC. 
compatible software and an instruction 
manual, should have read $90 in Canada 
and $108 in other countries (plus a small 
handling charge). Our apologies for any 
inconvenience this may have caused. 
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MB HIGH-TECH INNOVATION 


Is Small Smarter? 
(cont. from p. 1) 


had no management training or ex- 
perience, either themselves or on their 
management team. Corporate 
entrepreneurs were as likely to come 
from management backgrounds as from 
technical, or had people on their team 
with those skills. 


A list of 33 obstacles to innovation 
success was used to compare innovation 
within large and small firms. The cor- 
porate innovators and the independent 
entrepreneurs surveyed ranked these 
obstacles in order of importance. The fol- 
lowing table shows their rankings, deter- 
mined by the number of respondents 
who felt an obstacle was an important 
problem in their company. 


A low difference in ranking (either 
plus or minus) indicated that corporate 
entrepreneurs and independent 
entrepreneurs ranked an obstacle of 
about the same importance, while a large 
difference meant one ranked it much 
higher than the other. A negative dif- 
ference meant the independent 
entrepreneurs considered the obstacle as 
more important. 


Both groups considered imperfect 
market analysis as very important, and 
independent entrepreneurs ranked five 
of the criteria in category 1, Misreading 
of the Market, as the most important 
obstacles in their innovation process. In 
other words, though both groups had 
problems in marketing their innovations, 
these were more critical for the inde- 
pendents, possibly because of their lack 
of business training and experience. 
They were insufficiently prepared to 
market their products compared to large 
corporations. However, large companies 
also viewed evaluating the market for 
the innovation as the chief obstacle in 
marketing their new items. 


Both respondents ranked "Underes- 
timation of customer’s risk in supporting 
venture" relatively low, last of all 33 fac- 
tors for the large companies. Inde- 
pendent entrepreneurs cited this factor 
only in terms of a potential risk that their 
firm might disappear and that customers 
therefore viewed them as risky suppliers 
of products and services compared to 
well established firms. 


Category 2, Corporate Support, was 
not representative of the situation for the 
independent entrepreneurs. Their firms 
were usually one-product companies 
with a relatively small staff, and with 
everyone a member of the same team. Is- 
sues like commitment to the venture and 
fit with corporate strategy were not of 
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great concern, since all members were al- 
ready fully committed or they wouldn’t 
have been there. Large corporation 
respondents ranked "Lack of entre- 
preneurial talents in company" as the 
second most important obstacle to in- 
novation within their companies, while 

it was of little concern to independent 
entrepreneurs. This issue showed the 
sharpest difference in relative ranking. 


Issues in category 3, Unrealistic Cor- 
porate Expectations, did not much con- 
cern the independent entrepreneurs, who 


OBSTACLES TO INNOVA 


Entrepreneurs 


did not see their ventures as being un- 
usually risky or as having major faults. 
For them, corporate cost allocation was 
not the problem, but rather the high cost 
of development in general. 


Inadequate Planning, category 4, was 
not considered critical by either group, 
except for "Underestimation of funds 
needed". Both groups raising funds 
within the organization felt costs tended 
to spiral, and that foreseeing them was 
very difficult and a serious obstacle to in- 
novation. > 


Rank 1 by 


Rank 2 by 
Corporate 


Independent 
Entrepreneurs 


Rank 1 
minus 
Rank 2 


CATEGORY 1 —- MISREADING OF THE MARKET 


Imperfect market analysis 
Underestimation of: 
competition 
selling effort needed initially 
customer’s risk in supporting venture 
barriers to entry to market 
Unexpected customer education and 
training requirements 


CATEGORY 2 - CORPORATE SUPPORT 


LacKof 
real commitment to the venture 
clear mission for new unit 
entrepreneurial talents in company 
fit with corporate strategy | 
Competition for resources inside company 


CATEGORY 3 — UNREALISTIC CORPORATE EXPECTATIONS 


Impatience in company to get results 
Unrealistic pay pac criteria 
Overcontrol by corporate level 
Excessive corporate cost allocations 
Underestimation of riskiness of venture 
Refusal to acknowledge weakness 


CATEGORY 4 —- INADEQUATE PLANNING 


Poor cost estimation 
Underestimation of funds needed 
Unanticipated regulation problems 
Lack of contingency plans 

No clear definition of failure 


CATEGORY 5 — OPERATIONAL DIFFICULTIES 


Debugging time underestimated 
Quality control maintenance _ 
Disruption of on-going operations 
Incorporation of new unit into 
on-going operations _ 
Venture incurred excess fixed cost 


CATEGORY 6 — PEOPLE PROBLEMS 


Unwillingness to: 
consider alternative approaches 
bring needed skills on board 
kill an idea 
Innovation uy or sabotage effect 
Defense of tu 
Bandwagon effect 


Operational Difficulties, category 5, 
was about equally important to both 
groups and of moderate importance in 
the innovation process. 


Category 6, People Problems, was 
ranked much higher in importance by 
large corporations than independent 
entrepreneurs, because many of these is- 
sues simply did not exist within small 
entrepreneurial firms with few 
employees, all concentrating on the 
same objective. Large firms experienced 
more internal competition for funds, 
resources and people. 


In general, big corporations seemed to 
have problems with finding and en- 
couraging entrepreneurs, gaining cor- 
porate support for innovations, and inter- 
nal competition, while independent 
entrepreneurs had difficulty with market 
assessment, operations, and financing. 


Currently, large firms tend to frustrate 
and alienate their own entrepreneurs and 
innovators, causing them to leave and 
create their own independent spin-off 
businesses. The independents then en- 
counter many of the obstacles described 
here, since the corporations they left are 
better equipped to handle certain aspects 
of the innovation process. At the same 
time, the corporations lose their in- 
novators. 


How can these problems be resolved? 
One possibility is for more joint ven- 
tures and sharing of the innovation 
process between large and small firms. 
Both groups are guilty of developing in- 
novations based on the technology avail- 
able rather than on market need, but in- 
dependent entrepreneurs are especially 
culpable. Large companies are better 
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equipped to assess these needs through 
their marketing divisions. 


Once a need for an innovation has 
been assessed by such a company, it 
should screen small independent entre- 
preneurial firms which have the special- 
ized personnel to develop that innova- 
tion. When the two companies have 
reached an agreement for joint develop- 
ment, the independents can concentrate 
on organizing the innovation group and 
developing the concept on a technical 
level, while corporate people con- 
centrate on the managerial aspects, such 
as raising financing for the venture, and 
planning and implementing the global 
strategy for manufacturing and market- 
ing the product. 


More partnerships of this kind are 
starting to occur. Although entrepreneurs 
continue to be frustrated in large com- 
panies and leave to start their own, the 
large companies are increasingly offer- 
ing to fund part of the new ventures and 
receive an ownership stake in return. 
Usually the offer is too good to refuse. 
The question of course is how large the 
stake is. There can be problems, for ex- 
ample, if an entrepreneur wants to make 
quick autonomous decisions without 
needing the large corporation’s approval 
and without being bogged down in a 
bureaucratic structure. It is usually best 
for the large corporation to hold a 
minority interest so that Board approval 
is not required for the entrepreneur to 
act. 


Another option is for a company to 
help independent entrepreneurs who 
have new ideas to develop them, rather 
than to initiate innovation within the 


1988 International Business and Investment 


Exposition 


eee 


The "1988 International Business and In- 
vestment Exposition" in Vancouver, 
B.C., from November 22 to 24, 1988, is 
expected to attract over 15,000 visitors, 
mainly from western Canada and the 
U.S. "Participation from the U.S. is simp- 
ly mushrooming," according to organizer 
John Pavlovich. "Five states and 50 com- 
panies are exhibiting to date," (as of 
August — ed.). Themes to be explored 
through 11 panel discussions and a sym- 
posium led by The Financial Post are 
Canada-U.S. free trade, opportunities in 
high-tech and opportunities in resource 


industries — "the western Canadian 
economy in a nutshell," says Pavlovich. 


The Exposition is aimed at U.S., 
Canadian and Pacific Rim companies in- 
terested in new markets and investment, 
business immigration, joint ventures and 
technology transfers in western Canada. 
For more information, contact: Pacific 
Forums Inc., Box 39, Suite 280, 815 
West Hastings Street, Vancouver, B.C., 
Canada V6C 1B4, tel. (604)669-3818 .% 


large corporation. 3M is an example of a 
company which does this in a formal 
way. 


In conclusion, independent 
entrepreneurial firms tend to suffer from 
lack of general management skills, espe- 
cially in marketing, finance and 
manufacturing. Corporate entrepreneurs 
more often have problems defending 
their ideas to management within the 
corporation, obtaining funding and other 
resources within the firm and finding a 
corporate mentor to assist in such areas 
as fighting political battles, providing 
rewards and incentives for team mem- 
bers, and creating the right overall en- 
vironment for innovation within the cor- 
poration. Through joint ventures, both 
corporate and independent innovators 
can solve problems and gain needed 
skills. de 


— prepared by Réjean Lemieux, 
Investment Canada 


Complete proceedings of the conference 
are available from C.C.E.S., Events 
Management, 4 Cataraqui Street, Suite 
209, Kingston, Ontario, Canada K7K 1Z7, 
FAX (613) 545-0806. 


Ml Investment Opportunity 


Data Bases Survey 


Investment Canada is currently in the 
process of surveying investment oppor- 
tunity data bases in Canada, and will fea- 
ture a summary of its findings in an up- 
coming issue of Investing in Canada. 


Investment opportunity data bases are 
computerized information systems made 
available to investors looking for invest- 
ment opportunities and entrepreneurs 
who wish to find business people inter- 
ested in investing capital in new, expand- 
ing or well-established businesses. Such 
data bases aid potential investment 
partners in making a match that benefits 
both parties. 


The Agency is interested in obtaining 
further information about existing invest- 
ment data bases from the operators and 
users of these systems. Your input would 
be greatly appreciated. Please send infor- 
mation to: Tammy Davies, Investment 
Canada, Investor Services, 235 Queen 
Street, Sth Floor West, P.O. Box 2800, 
Postal Station "D", Ottawa, Ontario, 
Canada, K1P 6AS, tel. (613) 995-7231. % 
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TECH-TRANSFER Te M INVESTMENT 


OPPORTUNITY 
A Valuable Tool for 
The following article was prepared by Suzanne Amos, Consultant, for OEB Inter- Investors and Entrepreneurs 


national of Toronto, and describes some of the technology transfer programs for pro- 
duction of vaccines and antitoxins carried out by Connaught Laboratories in the 


developing world. | This article focusses on investment op- 


In 1974 the World Health Organization (WHO) made a commitment to immunize all portunity data bases ee ich ies available 
children in the world by 1990 against the six major infectious diseases: diptheria, to investors and entrepreneurs actively 


tetanus, whooping cough, polio, measles and tuberculosis — an extraordinary and far- seeking financial opportunities. In a 
reaching undertaking. coming issue, Investing in Canada will 


feature an article on investment oppor- 
tunities listings which are more general, 
are not necessarily computerized, and 
offer minimal or no direct matchmaking 
services. These articles are partly based 
on data sent in by readers; you are in- 
vited to send information for the second 
article in the series to The Editor (see 


page 8). 


Investment opportunity data bases are 
information systems made available to 
investors looking for investment oppor- 
tunities and entrepreneurs looking for 
business people interested in investing 
capital in new, expanding or well-estab- 
lished businesses. 

> p.3 


INSIDE THIS ISSUE 


Japanese Investment in Canada Biotech: 


To do this, WHO developed The Expanded Programme on Immunization (EPI), a Repo oie BIDE M ENS 
plan which relies on the vaccines and technology provided by commercial biological Investment Canada’s Advertising Wins 
producers such as Connaught Laboratories. Award — p. 5 


Rabies vaccine production facility (Islamabad, Pakistan). 


Investment Barometer: 


Through its program of technology transfer, or tech-transfer as it is known, Con- : 
. ees 27 Measures of confidence — p. 6 


naught provides the governments of developing nations with its vaccine product and 
manufacturing expertise by establishing modern vaccine manufacturing facilities in Publications of interest — p. 8 
those countries. One example is the building of a polio and measles vaccine produc- 

tion laboratory in Pakistan. The construction of the plant was facilitated through EPI. 


Reader Survey: 
Results — p. 8 


Connaught was a reasonable choice for EPI. Since 1914, the firm has played a lead- 
ing role in the development and large scale production of effective biological products 


for public health needs. It is one of the Western world’s largest producers of INVESTMENT INVESTISSEMENT 
vaccines. > CANADA CANADA 


A unique service offered by Con- 
naught is sale of its proprietary technolo- 
gies through the Technology Transfer Di- 
vision. 


Most of the projects involving Con- 
naught are transfers of intermediate pro- 
duction technology. This means that 
Connaught provides the plant with the 
basic vaccine product in bulk, which is 
then further processed and packaged 
into vials for distribution. This type of ar- 
rangement can take up to four years to 
complete, from the signing of the con- 
tract to the time the plant becomes oper- 
ational. Such arrangements also involve 
a commitment by Connaught to keep 
supplying the plant with bulk vaccine. 


Before starting a project under the 
EPI, Connaught staff conduct a feasi- 
bility study to assess the existing facili- 
ties, if any, and to determine the expendi- 
ture required. Then they design the 
physical plant and outfit it with equip- 
ment suitable for the local environment, 
making sure the facilities meet WHO 
standards. Connaught ensures the local 
staff is properly trained in equipment 
and plant operation and maintenance so 
that, after the company’s obligations to 
transfer the technology have ceased, 
they are satisfied the plant will continue 
to operate according to WHO guide- 
lines. The most important aspect of the 
project is the transfer, from Connaught 
to the receiving nation, of the tech- 
nology to manufacture vaccines. Once 


MRC 5S Salk Polio Fermentor (1,000 litres). 


INVESTING IN CANADA 


the plant has been built, staff receive in- 
depth training in internationally ac- 
cepted “good manufacturing practices” 
to enable them to produce the necessary 
vaccines to take part in the EPI program. 


Connaught also carries out duplicate 
quality control testing in Canada to 
ascertain that the products produced in 
the new plant are safe, and they put pro- 
grams of preventive maintenance and 
quality assurance in place in the new 
facility so this testing can, in time, be 
done on-site. 


Both Connaught and its clients want 
to eventually achieve the complete trans- 
fer of all basic technologies and capabili- 
ties to the developing countries. 


From Connaught’s viewpoint, if the 
EPI continues to be as successful as it is 
now, WHO, in conjunction with UNI- 
CEF, with companies like Connaught 
and with governments of both developed 
and developing nations, will in fact 
reach its goal of vaccinating all the child- 
ren in the world in the foreseeable fu- 
ture. By 1986, WHO was able to declare 
that half of the world’s children had al- 
ready been immunized through EPI. 


However, the immensity of this pro- 
ject as it nears completion could put seri- 
ous constraints on the availability of vac- 
cines at a time when large biological 
companies are already operating at, or 
near, full capacity. Other sources and 
ways of servicing the market are needed. 


Research at the Connaught facilities in 
Toronto. 


SOR : 


From the developing countries’ view- 
point, local vaccine production leads to 
greater participation in immunization 
programs, new employment opportuni- 
ties and increased export possibilities. It 
also provides third world countries with 
the capability of joining the ranks of 
developed nations by elevating their 
level of preventative health care. 


The growing demand for vaccines, 
coupled with the potentially uncertain 
supply situation, is creating a rapidly in- 
creasing tendency for developing na- 
tions to try to become self-sufficient in 
the production of vaccines. The transfer 
of basic technologies by companies like 
Connaught addresses this tendency by 
putting dedicated plants in the countries 
where the immunization demand 
exists. 


BR THE CANADIAN EDGE 


Some copies still available 


The Canadian Edge, (Ottawa, Invest- 
ment Canada, 1988), comprises almost 
1000 pages of text and graphics on in- 
vestment in Canada in relation to the 
business, political, geographic and social 
climates. The hardcopy edition is availa- 
ble in Canada for $150 ($180 else- 
where), with text updates for $75 ($90). 
The electronic edition (BM PC compat- 
ible software and instruction manual) is 
$90 ($108). Bonus — the software ver- 
sion is free of charge, on request, to pur- 
chasers of the hardcopy version. (Hand- 
ling and shipping charges: Order value 
$25.01-$75.00 — $2.25; $75.01-$200 — 
$4.50; over $200 — 4% of total order 
value.) 


Order from: 

Canadian Government Publishing Centre 
Ottawa, Canada 

KIA O0S9 

B (819) 997-2560. dy 
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1 INVESTMENT OPPORTUNITY DATA BASES 


A Valuable Tool for Investors and Entrepreneurs 


Thanks to these data bases, investors 
and entrepreneurs seeking investment 
partners often end up making a match 
that benefits both parties. 


Most of the time, the number of inves- 
tors exceeds the number of entre- 
preneurs. In some cases, in fact, there 
are twice as many investors as entre- 
preneurs. 


COIN 


Canada Opportunities 
Investment Network 


"Research shows that small and 
emerging businesses, particularly in 
smaller centres, often have extreme diffi- 
culty finding sources of equity capital," 
says Bernard R. Wilson, president of 
COIN (Canada Opportunities Invest- 
ment Network), a centralized computer 
system operated by the provincial Cham- 
bers of Commerce. Entrepreneurs look- 
ing for capital, and business people who 
want to invest in a given business, may 
register in the COIN network. 


COIN services are currently available 
across Canada through a network of 
over 500 provincial Chambers of Com- 
merce / Boards of Trade. Although the 
data base is accessible to anyone inter- 
ested in using it, the system has not yet 
been advertised extensively across 
Canada. COIN became nation-wide in 
November 1988 with the cooperation of 
the federal and provincial governments. 


COIN helps eliminate two negative 
tendencies among investors. First, to 
quote Jim Carnegie, Executive Director 
of the Ontario Chamber of Commerce 
and COIN, "There has long been, in in- 
vestment in Canada, a gender-biased atti- 
tude from the point of view that it has 
been infinitely easier for a businessman 
to raise money than it has been for some 
of the female entrepreneurs." Secondly, 
adds Camegie, "We have found there 


has been a heavy geographic bias. In 
other words, it has been much simpler 
for someone in the Golden Horseshoe 
than for someone in Kapuskasing, for ex- 
ample, to find a business partner. 


"COIN, because of its very nature, 
eliminates both gender and geographic 
bias because it’s a confidential matching 
of criteria and interests. By the time you 
have gone to a first, second and third 
stage of the matching process, you prob- 
ably have people who are fairly inter- 
ested in sitting down and negotiating a 
deal, whether male or female or 
wherever they might be. " 


COIN is a confidential system. Entre- 
preneurs can thus seek capital with 
complete discretion, without causing 
concern among the public or the staff of 
their businesses. “One of the big difficul- 
ties we have is that both entrepreneurs 
and investors are very reluctant to let 
other people know what they are up to,” 
he continues. “The confidentiality 
aspect, the convenience of the system 
(one has only to fill in a form), the speed 
of turnaround and matching process, 
have been commented on by many of 
the users as being highly successful.” 


Unlike some other systems, which 
charge a commission on sucessful 
matches, COIN collects only registra- 
tion fees. Entrepreneurs pay $150 a 
year; investors pay $250. Matches in- 
volve an average investment of 
$200,000 to $300,000 in venture capital, 
but can range from $5,000 to $1 million. 


COIN also enables entrepreneurs and 
investors to find suitable partners 
without requiring frequent travel or long 
trips. The time and money thus saved, 
Carnegie says, allow business people to 
consult lawyers and experts about the 
proposed agreement. 


However, although the computerized 
matching system is very fast, some users 
of COIN, according to Camegie, feel 
they do not get the information they 
want quickly enough. This is because 
COIN delivers the requested: data 
mainly through the mail, sometimes 
causing delays. 


(cont. from p. 1) 


The BUSINESS MARKETPLACE is 
run by the firm of Maheu et Noiseux, 
which maintains two service bureaus, 
one in Montreal and one in Quebec City. 
It, too, aims to enable interested inves- 
tors and entrepreneurs to find a suitable 
match. As with COIN, investors and en- 
trepreneurs must complete a question- 
naire describing the characteristics of 
their investment or business and their re- 
spective requirements. Entrepreneurs 
must also provide a detailed business 
plan. Registrations are processed elec- 
tronically, and prospective partners are 
identified. The investor then receives a 
brief description of the investment op- 
portunity. Although out-of-province 
clients may use them, these matchmak- 
ing services apply only to the province 
of Quebec. 


Annual registration, processing and 
prospective partner identification fees 
total $500 for entrepreneurs and $250 
for potential investors. If a match is 
made, both parties must also pay equal 
shares of a commission that varies de- 
pending on the transaction. Transactions 
resulting from matches vary from 
$50,000 to $3 million. 


~ Ü y Maheu 


"_Noiseux 


| THE BUSINESS MARKETPLACE | 


The BUSINESS MARKETPLACE 
offers interested parties the services of 
investment experts. Investors and entre- 
preneurs can obtain detailed financial 
and technical advice and assistance in 
looking for financing. This is not the 
case with COIN, for instance, which 
does not offer investment-related techni- 
cal or counselling services but rather en- 
courages clients to consult experts in 
these fields. > 


The FINANCIAL MATCHMAKING 
SERVICE of the Federal Business 
Development Bank (FBDB) is a comput- 
erized referral service offered through 
the FBDB’s network of branches across 
Canada. It brings together investors 
looking for opportunities and entre- 
preneurs in search of financing. 


The FBDB keeps in touch with pro- 
spective investors and entrepreneurs. 


=| Financial 
Matchmaking 


When an investment opportunity 
arises, the Bank describes the respective 
investment objectives to each of the par- 
ties and then invites them to meet. 


Interested people and businesses may 
be recorded on the Bank’s list for about 
$250. If a financial match is made, one 
of the two parties must pay the Bank a 
fee depending on the amount, up to a 
maximum of 5% of the total investment. 
There are 1,500 entrepreneurs and inves- 
tors in the FBDB’s FINANCIAL 
MATCHMAKING SERVICE network. 
Foreign investors can also register in the 
service through Canada’s embassies and 
consulates and government departments 
and agencies. 


Investments made or capital invested 
through the FINANCIAL MATCH- 
MAKING SERVICE average $200,000. 
Matches may result in investments rang- 
ing from $50,000 to $5 million. 


Like its counterparts, the service is 
useful to investors and entrepreneurs. 
According to one user, “the FINAN- 
CIAL MATCHMAKING SERVICE of 
the FBDB has helped us to find inves- 
tors interested in doing business with 
us.” He adds, however, that “personal 
contacts are sometimes more useful in 
finding a suitable match and cost noth- 
ing.” 

ENTINEX INC. acts as a listing serv- 
ice for all recognized business sources 
across Canada. Its fees are paid by the 
investor who is seeking to buy a busi- 
ness or to make an equity investment in 
a business. Through ENTINEX, the in- 
vestor can obtain a selection of business 
opportunities within 24 hours. On behalf 
of the investor, ENTINEX will search 
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all the relevant data bases and business 
lists in Canada including the FBDB’s FI- 
NANCIAL MATCHMAKING SERV- 
ICE, the COIN network, and lists main- 
tained by provincial governments. 


ENTINEX will also contact economic 
development commissioners in various 
municipalities, access some private sec- 
tor local networks (for example Maheu 
et Noiseux in Quebec and the Invest- 
ment Exchange in Alberta) and all other 
major sources of information. Entinex 
does not generate its own opportunity 
listings. 


The client then has the option to make 
direct contact with the opportunity 
source. ENTINEX lists names, tele- 
phone and FAX numbers. It then steps 
aside because it does not take part in ne- 
gotiations but simply provides business 


BUSINESS OPPORTUNITY NETWORK 


information. Investors are charged $150 
to search any industry sector on the data 
base. A search is "live" for 30 days, and 
if no opportunity matching the client’s 
criteria turns up, he/she has the option to 
remain on standing search for a further 
fee of $50 a month. Opportunities are 
listed at no charge. The data base usually 
has about 400 investment opportunities 
at one time. 


ENTINEX offers business opportuni- 
ties such as equity participation or joint 
ventures investment situations from a 
minimum of $150,000 and up. The data 
base is updated regularly. Anything that 
has been on the system for three months 
is taken off the active files and stored on 
an inactive file. ENTINEX uses fac- 
simile (FAX) systems for receiving and 
transmitting information. The service is 
also available through 20 Commercial 
Banking Units of the Bank of Montreal 
across Canada. ENTINEX does not need 
to know the identity of a business. It 
only requires the relevant facts and the 
key contact person. 


ENTINEX recently introduced two 
new services. Buyout is a bimonthly 
directory of Canadian business opportu- 
nities, available at a subscription price 
of $150 per year. Each issue carries a 
selection of current business opportuni- 
ties resident on the ENTINEX data base. 


The other is a browse/advice service for 
potential business immigrants to Cana- 
da. This is a service for people who are 
making an exploratory business trip to 
Canada, or who already have their condi- 
tional visa. It costs $150 for a one-hour 
session. ENTINEX is currently negotiat- 
ing with a U.S. business opportunity net- 
work that is looking for a gateway into 
Canada. 


With so many available investment op- 
portunities data bases, it is up to the par- 
ties who use them to determine whether 
the value of the services offered justifies 
paying registration and other fees. 


One thing seems apparent. To quote 
COIN’s president, Mr. Wilson, "The cur- 
rent system of matching entrepreneurs 
with investors interested in participating 
in their ventures is a hit and miss pro- 
cess relying on accident and chance. 
COIN fills that gap by acting as a cen- 
tralized intermediary." Thanks to these 
systems, entrepreneurs and investors 
considerably increase their opportunities 
to make profitable deals that are not the 
result of chance. 


— by Réjean Lemieux, Investment Canada 


Further information about these invest- 
ment Speomunity data bases may be ob- 
tained by contacting: 


BUSINESS MARKETPLACE 
Maheu & Noiseux 

2 Complexe Desjardins, Suite 2600 
P.O. Box 153 

Montreal, Quebec 

HSB 1E8 

® (514) 281-1555 


COIN 

Canada Opportunities Investment Network 
2323 Yonge Street 

Toronto, Ontario 

M4P 2C9 

B® (416) 482-5225 


ENTINEX INC. 

Business Opportunities Network 
3 Church Street, Suite 402 
Toronto, Ontario 

MSE 1M2 

® (416) 359-0037 

Fax: (416) 359-0038 


FINANCIAL MATCHMAKING SERVICE 
Federal Business Development Bank 

800 Victoria Square 

Bureau 4600 

P.O. Box 187 

Montreal, Quebec 

H4Z 1C8 

& (514) 283-7220 
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JAPANESE INVESTMENT IN CANADIAN BIOTECH 


Report of the BIDEC Mission 


The following article is a translation of 
one which appeared in the Japanese 
newspaper Nikkan Kogyo Shinbun, one 
of Japan’s major industrial and commer- 
cial daily newspapers, May 30, 1988. 


With a high economic growth rate just 
behind that of Japan, Canada is putting a 
lot of effort into the advancement of its 
biotech industry, along with automotive 
parts and electronics. Since the national 
strategy for biotechnology was adopted 
five years ago, as many as 225 biotech- 
nology-related firms have appeared, 
spending more than C$70 million per 
year on research and development. In ad- 
dition, world-class research institutes 
have been completed in the past few 
years and The Industrial Biotechnology 
Association (IBAC) has been estab- 
lished. 


At the invitation of the Canadian gov- 
ernment, the Japanese bio-industry asso- 
ciation, BIDEC, which has a close rela- 
tionship with IBAC, recently carried out 
the first biotech mission to Canada made 
up of 14 member companies for a two- 
week period. We asked BIDEC Vice- 
Chairman and Professor Emeritus of 
Kyoto University Saburo Fukui about 
his impression of the mission. Among 
his statements: “The Canadian invest- 
ment climate is improving rapidly and 
Canada is hoping for investment from 
Japanese firms”. 


The following interview was conduc- 
ted by reporter Ei-ichi Kosho, Osaka. 


BIDEC Vice-Chairman Saburo Fukui. 


What is your impression of biotechno- 
logy in Canada? 


“Basically, because Canada is rich in 
natural resources and has a high stand- 
ard of education, there have been steady 
achievements in plant and marine bio- 
technology, centering around the 
National Research Council and the uni- 
versities. On the other hand, Canada is 
the country of the discovery of insulin 
and medical-related research is also ad- 
vanced. 


“Over the past few years, world-class 
research facilities have been set up in 
each region with government support. 
Among them are the St-Hyacinthe Agri- 
culture and Food Centre in Quebec, The 
Alberta Research Council’s pilot plant 
in Edmonton, and the Biomedical Re- 
search Centre at the University of 
British Columbia. All of the buildings 
themselves are amazingly superb, but 
the content of the research and the re- 


Investment Canada’s Advertising Wins Award 


Investment Canada won a silver award 
for colour print advertising at the annual 
meeting of the Industrial Developers As- 
sociation of Canada this fall in Scarbo- 
rough, Ontario. IDAC is a professional 
association of economic developers 
devoted to enhancing professional com- 
petence, advancing economic develop- 
ment as a profession and contributing to 
Canada’s well-being. The award was for 
an ad entitled "A Tradition of Techno- 
logical Excellence", which was placed 


in the New York-based Leaders ma- 
gazine, in its January-February-March, 
1988 issue. 


Also at the Scarborough convention, 
Investment Canada became part of 
IDAC’s Canadian Development Net- 
work, which includes developers from 
the federal government, the provinces, 
various municipalities and chambers of 
commerce, utilities and real estate 
boards. 4h 


searchers — this 1s the future. Further- 
more, With government financial as- 
sistance, bio-venture businesses, which 
numbered close to zero several years 
ago, are now reaching 225 in number. In 
Canada, it is not uncommon for univer- 
sity professors to be company execu- 
tives at the same time. In fact, industry 
and academia are working together to 
promote the advancement of biotech- 
nology.” 


What is your advice to Japanese firms? 


“Allelix, the largest biotech firm in 
Canada, succeeded in extracting an anti- 
cancer substance through plant cell cul- 
ture. Mitsui Petrochemical has bought 
this and is awaiting commercialization. 
Aside from this, there must be many 
other natural products worth considera- 
tion in such a vast territory. As well, the 
topflight researchers from the U.S.A. 
and Europe who are difficult to invite to 
Japan might be happy to participate in 
joint research in Canada.” 


Could you give us your candid com- 
ments as leader of the first bio-mission? 


“The participants on this mission were 
mainly large steel-, chemical-, and 
energy-related firms who look at things 
from a long-term perspective. However, 
judging from the enthusiastic reception 
by the Canadian government, among 
others, it seems that they are hoping for 
quick, concrete results. For the next 
time, I would definitely like to call on 
biotechnology firms and small- and me- 
dium sized firms to participate.” de 


M For Your Calendar 


Sixth Pacific Rim Opportunities 
Conference 

February 27 to March 2, 1989 
Montreal, Quebec. 


Contact Dianne Caldbick | 
The Canadian Committee of the 
Pacific Basin Economic Council 
eye) Hate Street, Suite 1160 
Ottawa, Ontario 


K1P 6N4 
w (613) 238-4000 & 
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M INVESTMENT BAROMETER 


Measures of Confidence 


The level and rate of growth of foreign 
direct investment (FDI) in a country 
may be considered a measure of the in- 
ternational business community's confi- 
dence in that country. The higher or 
lower the level, the more or less confi- 
dence international investors have that 
the country is a stable, profitable loca- 
tion for their investments. 


Record levels of foreign direct invest- 
ment in Canada in recent years indicate 
that international investors have confi- 
dence in Canada. Similarly, Canadian 
business shows confidence in itself, as 
revealed through figures for Canadian 
direct investment abroad (CDIA) — that 
is, for Canadian companies operating 
internationally. 


Following are the most recent data 
available for these measures of confi- 
dence, as well as for which industries 
have been of most interest both to for- 
eign investors in Canada and to 
Canadian investors abroad. In examin- 
ing investment data by industry group, 


ee 
Lecated in United States 
Industry group 1985 1983 
Manufacturing: 
Beverages 2,393 1,972 
Non-ferrous metals 5,130 2.963 
Wood and paper products 3,665 2,945 
Iron and products 1,302 1,105 
Chemical and allied products 4,201 2,234 
Other manufacturing 1,202 1,041 
Sub-total 17,893 12,260 
Merchandising 1,860 1,131 
Mining and smelting 1,110 644 
Petroleum and natural gas 5,115 4,425 
Utilities: 
Railways 800 657 
Other Utilities 45 GT 
Sub-total 845 688 
Financial 6,249 5,163 
Other enterprises 1,849 1,205 
Total 35.521 25,516 


Canadian Direct Investment Abroad, by Industry Group and Location, Year-Ends, 1983 and 1985 


Source: Statistics Canada , Canada’s International Investment Position 1985, Catalogue No. 67-202, July, 1988. 


stock values! of FDI are used, the 
most recent year available being 1985. 


Regarding the flows” of direct in- 
vestment in 1987, gross inflows of 
foreign direct investment reached a re- 
cord $10.2 billion, an increase of 
21.4% over the $8.4 billion registered 
for 1986. Canadian direct investment 
abroad has also been steadily increas- 
ing. Gross outflows in 1987 
amounted to $9.3 billion, an increase 
of 8.1% from 1986 (see charts p. 7). 


As to the stock of FDI in Canada at 
year-end 1987, it attained a value of 
$103.1 billion, increasing 11.5% from 
$92.5 billion in 1986. The total stock 
of CDIA at year-end 1987 was valued 
at $59.9 billion, up 9.5% over the 
$54.7 billion at year-end 1986. 


Not surprisingly, the majority of 
FDI in Canada originates from the 
United States and the majority of 
CDIA is located there as well. This 
has been the case throughout most of 


(millions of dollars) 


United Kingdom Other countries All countries 


1985 1983 1985 1983 1985 1983 


1,195 890 406 259 3,994 3,121 
831 516 2,069 1,712 8,030 5,191 
447 197 534 399 4,647 3,541 
291 164 515 616 2,108 1,885 

49 40 375 242 4,626 2,516 
34 29 183 148 1,418 1,218 
2,848 1,836 4,083 3,376 24,823 17,472 
64 84 642 465 2,566 1,680 

23 23 PAT 1,745 2,850 2,412 

3 251 1,750 1,561 7,469 6,243 

— — = — 800 657 
44 60 842 842 931 933 
44 60 842 842 1721 1,590 
547 476 1,596 1,406 8,392 7,045 
98 67 130 79 2,077 1,351 
3,627 2,803 10,761 9,474 49,909 37,793 


this century (see /nvesting in Canada, 
Vol. 2, No. 1, pages 2-3). 


Prior to the First World War, the 
United Kingdom was the primary source 
of foreign investment in Canada, which 
at that time mainly took the form of port- 
folio investment, helping, for example, 
to finance the construction of our rail- 
Ways. 


The United States and the United 
Kingdom have remained Canada’s two 
most important investment partners, 
though the U.S. is by far the most pre- 
dominant, and has been for most of this 
century. The U.S. is the one for which 
more recent data is available — up to 
1987, whereas for other countries 1985 
is the most recent year. 


Of the $103.1 billion of FDI stock at 
year-end 1987, 72.9% was owned in the 
U.S., while a similar 72.3% of the total 
stock of CDIA was located there. The 
United Kingdom, by contrast, accounted 
for just 9.5% of the total stock of FDI at 
year-end 1985 and was the location of 
only 7.3% of the total stock of CDIA. 


In examining FDI and CDIA by indus- 
try group, 1985 is the most recent year 
for which data is currently available, in- 
cluding for the U.S. The manufacturing 
sector is the main focus in Canada-U.S. 
investment relations. This sector accoun- 
ted for almost half (46%) of the total 
stock of United States’ FDI in Canada at 
year-end 1985, varying little during the 
past decade. Iron and iron products has 
been the single largest manufacturing 
sub-group (35% of the manufacturing 
sector and 15% of the total U.S. FDI in 
Canada at year-end 1983). In the non- 
manufacturing sector, petroleum and na- 
tural gas accounted for almost one-quar- 
ter (23.4%) of total U.S. FDI in Canada 


Stock" represents the book value, at a point in 
time ("year-end" for this data), of long term capital 
(long term debt, and equity, including retained earn- 
ings) owned by a foreign investor in a Canadian 
business, giving influence in the management of 
the business. 


“Direct investment "flows" are part of the balance 
of payments’ capital account. The components of 
direct investments are: i) equity capital; ii) rein- 
vested earnings; iii) other long-term capital; and iv) 
short-term capital. 


at year-end 1985, also relatively con- 
stant since the late 1970s, while the fi- 
nancial sector accounted for about 13%, 
up from 9.6% in 1978. 


The 1985 year-end stock value of 
direct investment held by U.K. inves- 
tors, on the other hand, was concentrated 
in the financial sector, accounting for 
36% of the total U.K. FDI in Canada. 
The entire manufacturing sector ac- 
counted for slightly less (35%). The year- 
end book value of U.K. FDI in Canada 
in the financial sector surpassed manu- 
facturing in 1982, the presence of major 
British financial institutions such as 
Lloyds, Barclays and National Westmin- 
ster becoming more and more evident. 
There has been a similar trend for FDI 
from "all other foreign countries”. 
Amendments to the Bank Act in 1980, 
and subsequent changes in regulations 
governing financial institutions in 
Canada, have played a significant role in 
this development. 


Petroleum and natural gas tradition- 
ally was the sector accounting for the 
largest portion of the total stock of FDI 
owned by the group of "all other foreign 
countries" (approximately 30% from 
1978 to 1983). In 1983, however, the fi- 
nancial sector had overtaken petroleum 
and natural gas, and by year-end 1985, 
this resource sector had dropped behind 
both the financial (28.8%) and the manu- 
facturing groups (23.5%), to account for 
23.3% of these countries’ total stock of 
FDI in Canada. 


Looking at the ownership of FDI stock 
in Canada, by all non-residents (U.S. 
and U.K., as well as "all other"), and 
given the predominance of the U.S., 
manufacturing remains the single largest 
sector (41.6%), followed by petroleum 


GROSS AND NET FLOWS OF FOREIGN 
DIRECT INVESTMENT IN CANADA 


($ Billion) 


12 Gross Inflow 
Gross Outflow 


—#— Net Flow 
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Foreign Direct Investment} in Canada, by Industry Group and Area, Year-ends, 1983 and 1985 
(millions of dollars) 


Owned by U.S. 
Industry group 1985 1983 
Manufacturing: 
Vegetable product n.a. 2,924 
Animal products n.a. 460 
Textiles n.a. 530 
Wood and paper products n.a. 2,464 
Iron and products n.a. 8,388 
Non-ferrous metals naa. 2,613 
Non-metallic minerals n.a. 987 
Chemicals and allied products n.a. 4,803 
Other manufacturing n.a. 677 
Sub-total 29,005 23,846 
Petroleum and natural gas 14,752 15,062 
Mining and smelting 3,197 2719 
Utilities 598 623 
Merchandising 4,544 3,966 
Financial 8,117 6,912 
Other enterprises 2,883 2,398 
Total 63,096 55,526 


U.K. Other Countries All non-residents 
1985 1983 1985 1983 1985 1983 
n.a. 491 n.a. 349 n.a. 3,764 
na. / n.a. 109 n.a. 576 
n.a. 93 n.a. 68 na 691 
n.a. 429 n.a. 620 n.a. 3.5.3 
n.a. 51] na. 2175 na. 9,040 
na. 185 n.a. 287 n.a. 3,085 
n.a. 78 n.a. 142 na. 1,207 
n.a. 689 n.a. 410 n.a. 5,902 
na. 10 n.a. 33 n.a. 720 
2,743 2,359 2,936 2,293 34,684 28,498 
917 1,077 2,908 2,806 18,577 18,945 
472 357 1,559 1,351 5,228 4,427 
11 12 50 41 659 676 
690 602 1,108 1,061 6,342 5,629 
2,845 2,369 3,596 2,856 14,558 12,137 
221 133 322 374 3,426 2,905 
7,899 6,909 12,479 10,782 83,474 73,217 


and natural gas (22.3%) and the financial 
sector (17.4%). 


Mirroring the origins of FDI in 
Canada, Canadian direct investment 
abroad, as previously mentioned, 1s pri- 
marily in the U.S. (71.2% of total CDIA 
at year-end 1985), with 7.3% being lo- 
cated in the U.K. and 21.6% in "all other 
foreign countries". 


Over the past decade, the U.S. manu- 
facturing sector is where half of the total 
U.S. stock of CDIA has been held 
(50.4% in 1985). The non-ferrous metals 


GROSS AND NET FLOWS OF CANADIAN 
DIRECT INVESTMENT ABROAD 


($ Billion) 
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Gross Outflow 


—# Net Flow 
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Source: Statistics Canada, Quarterly Estimates of the Canadian Balance of International Payments, 67-001 (revised 


August, 1988). 


+Direct investment covers investments in branches, subsidiaries and controlled companies. 
n.a.: Figures for manufacturing sub-categories not yet available for 1984 and 1985. 
Source: Statistics Canada, Canada’s International Investment Position 1985, Catalogue No. 67-202, July, 1988. 


group is where Canadian ownership is 
largest within the manufacturing sector, 
accounting for over one-quarter (28.7%) 
of direct investment in this sector and 
for 14.4% of total CDIA located in the 
U.S. Among non-manufacturing in- 
dustries, the financial group accounted 
for 17.6%, followed by the petroleum 
and natural gas sector (16.1%). 


Canadian direct investment in the 
U.K. is heavily concentrated in the man- 
ufacturing sector (78.5%), especially in 
the beverages industry (42% of manufac- 
turing and 33% of the total CDI in the 
U.K.), reflecting the activities of major 
Canadian companies such as Seagram. 


CDIA in "all other foreign countries" 
is also concentrated in the manufactur- 
ing sector (37.9%), and specifically the 
non-ferrous metals group (50.7% of 
manufacturing and 19.2% of the total 
CDIA in these countries), reflecting the 
presence of Canadian multinational com- 
panies such as Alcan and Inco. In the 
non-manufacturing sector, three groups 
account for a similar proportion of the 
total CDIA located in these "other" coun- 
tries: petroleum and natural gas 
(16.3%); mining and smelting (16.0%); 
and financial (14.8%). » 


RE 
BEA 


AT] 


As with total FDI, total CDIA is con- 
centrated mainly in manufacturing but at 
a slightly higher proportion, 49.7%, with 
the financial sector next, accounting for 
16.8%, followed by petroleum and natu- 
ral gas at 15%. 


The most recent data for total FDI in 
Canada, including rates of increase, de- 
monstrate that international investors 
have confidence in Canada as a location 
for investment. While manufacturing re- 
mains the most important sector for FDI, 
there are distinctions between countries 
of origin as well as discernable shifts in 
the portion of FDI in certain other in- 
dustry groups, particularly increases in 
the financial sector. At the same time, re- 
cent data for CDIA show the increasing 
strength, and confidence, of Canadian 
companies operating abroad as well as 
reflecting the competitive advantages of 
certain Canadian industry sectors. ¥% 


— by J. William Galbraith, Investment 
Canada 


Publications of interest 


P rospectus Canada, Investment 
Canada, Ottawa: January 1989, 12pp. 
(English, French). Obtain from: Publica- 
tions Manager, P.O. Box 2800, Station 
"D", Ottawa, Ontario, Canada K1P 6A5, 
(613) 995-9525. 


Supplying or Acquiring Technology: A 
Canadian business guide to structuring 
and negotiating technology transfer 
agreements, Department of Regional In- 
dustrial Expansion, Ottawa: 1986, re- 
printed 1988. 75pp. (English, French). 
Obtain from: Government of Canada, 
Business Information Centre, Level C1, 
235 Queen Street, Ottawa, Ontario, K1A 
OHS, (613) 995-5771. 


Technology Inflow Program, Depart- 
ment of External Affairs, Ottawa: 1987. 
5-6pp. (bilingual, English and French). 
Obtain from: Technology Inflow Pro- 
gram, Lester B. Pearson Building, 125 
Sussex Drive, Ottawa, Ontario, K1A 
0G2, (613) 996-4248. we 


The Editor, 


nvesting In 


Investing In Canada is published quarterly by Investment Canada, the investment develo 
of Investment Canada is to promote investment in Canada by both Canadians and non- 
ployment opportunities, and that is of net benefit to Canada: Opinions expressed in Inve 
Copyright on published material remains with Investment Canada and the authors of ea 
and may be pins in Rue issues subject to the writer’s consent. Inquiries, corres, 
anada, 235 Queen Street, 5th Floor West, Ottawa, Ontario 
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M READERSHIP SURVEY RESULTS 


Over the summer, Investing in Canada surveyed readers to evaluate their level of 
satisfaction and find ways to improve the newsletter. The survey was conducted in two 
steps. First, a questionnaire was printed on a reply card and included in the Winter 
1987 issue (Vol. 1, No. 3). Replies were completely voluntary and out of 10,000 cards 
mailed, 527 were filled out and returned. (This is a response rate of about 5% which is 


above average for this kind of survey.) 


In the second step, names were selected from the mailing list and the readers were 
contacted by telephone. From the 500 names selected, 100 people took the time to an- 


swer 30 short questions. 


Among those who returned the reply 
cards, we found that: 


¢ Rating the newsletter in terms of in- 
terest on a scale of 1 to 5, 47% chose (4) 
and 23.5% chose (5) — meaning 70.5% 
deemed the newsletter to be very inter- 
esting. 


+ Nearly 60% of respondents were 
very satisfied with the timeliness of the 
newsletter. 


+ 62% selected were very satisfied 
with its relevance. 


¢ Topics readers said they are most in- 
terested in are (in order of importance): 
domestic investment; foreign invest- 
ment; international trade; free trade; in- 
vestment in specific sectors; and the 
economy. 


+ Our "For Your Calendar" section re- 
ceived a relatively poor rating. 


+ Many readers suggested more arti- 
cles on joint ventures and on the role of 
Investment Canada. They also suggested 
interviews with ambassadors or consu- 
lates regarding inquiries about Canada 
from foreign business leaders. 


Similar results were found in the tele- 
phone survey: 


+ When asked "Do you like the news- 
letter?", 100% of the respondents said 
"yes"; 71% said that, if Investing in 
Canada were sold, they would sub- 
scribe. 


¢ After reading the newsletter, 48% 
said they file it for reference and 35% 
pass it on to someone else. 


ment agency of the federal government. The mandate 
anadians that contributes to economic growth and em- 
sting In Canada are not necessarily those of the Agency. 
ch piece. Letters of response or analysis are welcome, 
ondence and subscription requests should be directed to 
IP 6AS, tel. (613)995- 


¢ 84% said they read /nvesting in 
Canada for their job. 


+ 66% of respondents find the list of 
current publications useful. 


+ Only 30% said they read the newslet- 
ter for articles related to their specific 
career. Comments showed that invest- 
ment content was the main reason for 
reading the newsletter. 


+ 53% of the readers said the maxi- 
mum length of the articles should be one 
page. In a follow-up question, 66% said 
they answered the question based on the 
amount of time they have to read the 
newsletter. 


Although this was not a scientific 
study, the comments gathered from the 
cards and the telephone conversations 
have given us an insight into our read- 
ers’ specific interests, and will be re- 
flected in future issues. We would like to 
thank everyone who took the time to 
answer our questions. 
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FROM EUROPE 


Canadian Consulates General and Em- 
bassies across Europe work with Invest- 
ment Canada to promote investment 
development between Canada and 
Europe. The following are some recent 
activities and targets for the coming year. 


| 
Se 
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ENGLAND 


The London investment team of Bill 
Johnston, Commercial Counsellor, and 
Andrew de Schulthess, Special Advisor 
(Investment), says their investment devel- 
opment focus has been to project a new 
image of Canada as a country with a dy- 
namic economy which welcomes foreign 
investment. Canada’s sensible public 
policies, together with its strategic posi- 
tion in the North American market, are 
offered as attractions for investors. 


“We built a data base of 600 British 
companies with Canadian subsidiaries,” 


Canada and the countries of Western Europe have long enjoyed close a Sean acinar a 
commercial and cultural links. Each is an important trading and invest- de pe si Re eae 
ment partner. The Canada—U.S. Free Trade Agreement (FTA), which = specie She weg ee ete 
came into effect January 1, 1989, and the Single European Act (SEA), ar A atc RE 
coming into effect in 1992, are expected to have positive effects on two- Le 

way direct investment flows between Canada and Western Europe. 


Western rite is Canada’s largest overseas source of ren direct 
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investment (FDI), accounting for approximately 80% of non- 
peer assey ae of 585 ze stock ne a ee on uo FREE 
urope reache 5 billion. This represented 18.8% of tota in 
neds up from 17.8% in 1980. Preliminary estimates for 1986 and 1987 Andrew de Schulthess - p. 3 
indicate that Western Europe’s share of FDI in Canada has grown a The Canada-U.S. Free Trade Agreement: 
further 2 to 3 percentage points. Investment Implications — p. 4 
The Single European Act: 


Western Europe is also the largest overseas recipient of Canadian direct 


investment abroad (CDIA), accounting for, on average, 45% of non-U.S. TRS TPCT Neat 


Canadian direct investment. By the end of 1985, the stock value of CDIA Investment Barometer re 
in Western Europe reached C$7.5 billion. This represented 15% of total About Investment Canada Statistics — p. 7 
CDIA, down from 18% in 1980. Preliminary estimates for 1986 point to Current Publication — p. 8 


a relative stagnation of Western Europe’s share of CDIA, followed by an 
increase of close to 2 percentage points in 1987. This figure, however, is 


still below the 1980 share. & ws 
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— by Alexandra Wood, Investment Canada CANADA CANADA 


Direct Investment Between Canada 
and Western Europe 


CDIA in 
W. Europe 


FDI from 
W. Europe 


(Stock Value in Billion of C$) 


| [9 1987° [ 1985 | 


| 1986" 1980 | 


*Preliminary estimates. Source: Statistics Canada, 
adapted by Investment Canada. 


the most effective means of attracting 
other British firms to consider investing 
in Canada.” Another 300 British firms, 
which have Canadian agents and distribu- 
tors but no manufacturing subsidiaries, 
have been contacted by mail and, accord- 
ing to Johnston, the post is now follow- 
ing up with 20 firms which responded 
positively. 


Prospecting activities have concen- 
trated on the auto parts, electronics, 
defence and health care sectors. “A re- 
cent investment seminar on the Canadian 
defence market attracted 70 British 
firms, while our ‘Investing in Canadian 
Electronics’ drew 40 firms,” says Johns- 
ton. New initiatives are also being 
planned in ocean technology and opto- 
electronics in the hopes of duplicating 
the success of the recent biotechnology/ 
biomedical (BIOS) prospecting project. 


WEST GERMANY 


Ottfried (Otch) Von Finckenstein was 
appointed as Canada’s Investment Coun- 
sellor to Bonn in the autumn of 1988, 
succeeding Edgar Sarton. During his 
time as Investment Counsellor in Bonn, 
Sarton concentrated on high-level image 
building and was able to open doors to 
the three largest German banks, as well 
as to major German industrial groups, 
and to the powerful German Association 
of Industries (BDI). This promotional 
work was capped with a four-city lecture 
tour in spring 1988 which featured Paul 
Labbé, President of Investment Canada, 


and Tom d’ Aquino, President of the Busi- 
ness Council on National Issues. 


The sectors actively pursued by posts 
in Munich, Diisseldorf and Bonn include 
automotive parts, micro-electronics, re- 
source processing, machinery and plas- 
tics. An advertising campaign is planned 
in the year ahead to highlight the oppor- 
tunities offered by the Canada—U.S. Free 
Trade Agreement. Von Finckenstein 
says, “While the German economy con- 
tinues to forge ahead at a brisk pace, and 
the new free trade agreement represents 
good news to German entrepreneurs, the 
preoccupation with ‘Europe 1992’ will 
absorb a good deal of management atten- 
tion in German boardrooms. This might 
well be the only cloud on an otherwise 
bright investment horizon.” 


NETHERLANDS 


Increasing Dutch investments have 
maintained The Netherlands’ position as 
the third largest Western European inves- 


Ten Hoopen notes the close trade rela- 
tions between the two countries, and a 
strong Dutch empathy for Canada result- 
ed in an unprecedented number of invest- 
ment enquiries over the past year. Never- 
theless, the Embassy in The Hague has 
undertaken a program for 1989/90 to im- 
prove awareness of Canada’s potential 
for investment by Dutch business people. 
This will involve press articles, publicity 
and support for The Netherlands— 
Canadian Chamber of Commerce, direct 
mailing and corporate liaison. 


Program activities will focus on green- 
field investment, joint venturing, tech- 
nology licensing and strategic partnering 
in the agri-food, health care, machinery, 
electronics and chemicals sectors. “Of 
particular importance,” says ten Hoopen, 
“will be to ensure that Canada derives 
maximum benefits from increased Dutch 
investments in North America which 
may result from the Canada—U.S. Free 
Trade Agreement. It will be a particular 
challenge to maintain strong Dutch inter- 
est in Canada, given the distractions of 


SHINCOM System undergoing tests. Built by Leigh Instruments Ltd., SHINCOM integrates all 
voice communications on board naval vessels. (Courtesy Leigh Instruments Ltd.) 


tor in Canada. Loepy ten Hoopen, 
Canada’s Investment Counsellor in The 
Hague, says, “A continuing strong 
guilder, combined with Canada’s buoy- 
ant economy, favourable investment cli- 
mate, the Canada—U.S. Free Trade Agree- 
ment, and an abundant supply of Dutch 
investment capital have continued to at- 
tract Dutch investments and entrepreneu- 
rial immigrants to Canada.” 


the European integration process, ongo- 
ing multilateral trade discussions and 
continuing strong Dutch interest in the 
U.S.A.” 


SWITZERLAND 


One of the high points of Canada’s in- 
vestment program in Bern, which began 
in 1985, was the successful bid by Oerli- 
kon Buehrle to supply the Department » 


De nm dits rise ss sut 


of National Defence with a low-level air 
defence system, and its subsequent estab- 
lishment in Quebec of the Oerlikon Aero- 
space subsidiary. Their initial investment 
of $10 million has since increased three 
or four-fold. 


“We are particularly interested in the 
aerospace, high-tech, machinery and agri- 
culture/food sectors,” says Alan Virtue, 
Consul and Commercial Counsellor for 
the Bern post. “We provide preliminary 
data on Canada to a large number of en- 
quirers, meet individually with a select 
few with serious investment plans, and 
arrange visits to Canada.” 


A substantial portion of Embassy in- 
vestment resources is focussed on the 
annual Davos Symposium, held in late 
January 1989, where Canada’s key busi- 
ness leaders were active participants. In- 
ternational Trade Minister, John Crosbie, 
presented a Canadian overview, Premier 
Van der Zalm led the British Columbia 
delegation, and Quebec Premier, Robert 
Bourassa, was also in attendance. 


FRANCE 


“Canada has a very favourable image 
as a country that welcomes French invest- 
ment,” says Pierre Bélanger, Investment 
Counsellor. “Just as the Europe of 1992 
is generating a great deal of interest 
among Canadian companies, the free 
trade agreement between Canada and the 
U.S. has renewed interest in Canada 
among French companies.” 


The Paris investment development pro- 
gram, established two and a half years 
ago, is aggressive. “We are on the look- 
out for dynamic, innovative and rapidly 
expanding French small businesses and 
industries,” says Bélanger. Targeted sec- 
tors in the search for potential investors 
are aeronautics, aerospace, biotechno- 
logy, electronics, high-tech industrial 
materials, medicine, pharmaceuticals and 
plastics. 


Investment related enquiries handled 
by the Paris Embassy last year have 
generated C$350 million worth of new 
investments in Canada. Among the most 
recent are the establishment of Garbarini 
S/A (electronic equipment) and the 
Laboratories Boiron (homeopathic pro- 
ducts); construction of an automobile 
parts manufacturing plant by the Fonde- 
ries Montupet Company, with invest- 
ments of $116 million that will (p. 4) » 
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Andrew de Schulthess 


Investing in Canada took advantage of Andrew de 
Schulthess’ Ottawa visit to conduct an interview, illus- 
trating the kind of work that is going on in Canada’s 
posts abroad. De Schulthess is Special Advisor (Invest- 
ment), Canadian High Commission, London, England. 


Perhaps we could start with a sum- 
mary of what you do in London. 


I am fortunate that Bill Johnston, the 
High Commission’s Commercial Coun- 
sellor, works with me in partnership so 
we are able to segment the market. My 
predecessor used a consultant to filter 
down hundreds of companies to a 
manageable number of prospects, and 
we are working on the ones identified 
as highest priorities. 


I concentrate on larger companies, 
we share the medium-sized prospects, 
and Bill concentrates on priority sec- 
tors in the broader spectrum of smaller 
companies. The ones with sales of 
$1 billion and over are typically pro- 
spected from published reports. I ana- 
lyse their financial situations and try to 
assess their long-term strategies in 
hopes of identifying a Canadian fit. 


Over the past 12 months senior ex- 
ecutives of these companies have been 
invited to presentations by such people 
as the Canadian High Commissioner, 
the Minister of Finance, Michael Wil- 
son, the Minister of International 
Trade, John Crosbie, former Minister 
of Industry, Science and Technology, 
Robert de Cotret, and President of In- 
vestment Canada, Paul Labbé. With 
high-level speakers, it becomes 
possible to attract senior executives 
from large and medium-sized firms. 


What is your relationship with British 
institutions? 


We like to use ‘maximum leverage,’ 
so we make sure opinion leaders and 
high profile institutions in Britain are 
fully aware of what we are doing — 
organizations such as the Confedera- 
tion of British Industries (CBI), the In- 
stitute of Directors (IOD), the Depart- 
ment of Trade and Industry (DTI), and 


the Canada—U.K. Chamber of Com- 
merce. 


And who are your Canadian contacts? 


We work with various Canadian in- 
termediaries such as legal firms, finan- 
cial firms, investment brokers, banks 
and accountancy firms. They are part 
of what we like to call ‘Team Canada’ 
and a lot of the activity in London is 
the result of the profile that Investment 
Canada has created. 


What about government agencies? 


We work closely with the provinces 
to co-ordinate our events. Many have 
representatives in London and we com- 
municate on a regular basis. As federal 
representatives, our role is to remain 
‘location neutral’ and we do our best to 
represent each region of Canada and to 
identify the advantages available in 
each respective region. 


What sectors do you feel are most 
promising? 


Defence, electronics, biotechnology 
and the health care fields are among 
the high priority sectors for us. The 
British are very strong in these sectors 
and offer excellent opportunities for 
transferring technology to Canada. 


Have you seen results from your 
efforts? 


One of our successes which I am par- 
ticularly pleased about is Laporte In- 
dustries’ decision to make a major in- 
vestment in Alberta. The operation it is 
putting into Alberta is the production 
of fine organics used as basic compo- 
nents for pharmaceuticals. It will be 
state-of-the-art technology and the only 
operation of its kind in North America. 


Plessey was another gratifying 
success over the past year. (p. 4) » 


Investment Implications 


base. The FTA provides for: 


+ Elimination of Tariffs: The Agree- 
ment, in accordance with a set sche- 
dule, provides for the elimination of 
all tariffs on goods originating in the 
country of either party by January 1, 
1998. 


National Treatment: Canada and 
the U.S. will treat each other’s goods, 
services, investment and suppliers as 
they treat their own. Once goods and 
services from one country enter the 
other, they cannot be discriminated 
against on the basis of origin. 


Greater Access to Government 
Procurement: U.S. government pur- 
chases above C$33,000 will be open 
to Canadian companies unless the 
purchases are reserved for small 
business or excluded for reasons of 
national security. This opening of the 
procurement process will allow 
Canadian companies to bid on ap- 
proximately C$4 billion in U.S. 
purchases. 


Settlement of Trade Disputes: 
When either country believes there 
are grounds for complaint about a 
duty imposed by the other, an appeal 
can be made to a panel of five mem- 
bers chosen by both countries. This 
panel will review the complaint using 
the law of the country which imposed 
the duty. The ruling must be made 
within 315 days. 


create 650 jobs; and the establishment of 
a Dijon mustard production plant by the 
Bornibus Company. In addition, Miche- 
lin and Pechiney recently announced in- 
vestments of C$500 million and C$550 
million, respectively, to expand their 
facilities in Canada. 


BELGIUM 


Belgian companies have been impor- 
tant investors in Canada in natural resour- 
ces and financial services. However, the 


With the signing of the Canada-U.S. Free Trade Agreement, Canada becomes an 
attractive gateway to a market of 266 million consumers. Expanding Western 
European firms can now service both Canadian and U.S. markets from a single 
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M The Canada—U.S. Free Trade Agreement (FTA): 


+ A More Secure and Predictable 
Business Environment: 
The FTA establishes conditions 
which facilitate trade and investment 
flows. 


Examples of Western European 
firms that have invested or are planning 
to invest in Canada since the FTA 
came into effect on January 1, 1989, 
include: 


Aluminerie de Bécancour Inc. will 
proceed with a C$550 million expan- 
sion to its primary aluminum products 
operations in Bécancour, Quebec. The 
expansion will result in the creation of 
225 new jobs. 


Miron Inc., the Quebec-based ce- 
ment company, has received an acquisi- 
tion bid from Lake Ontario Cement 
Ltd. Lake Ontario Cement is 54% 
owned by the French company, Société 
des Ciments Frangais. Miron, which 
has operations in Quebec and New Eng- 
land employs 760 people. 


Terochem Laboratories Ltd. of 
Edmonton, Alberta, is being acquired 
by the British firm, Laporte Chemicals 
Ltd. Laporte expects to retain Tero- 
chem’s 80 employees and plans to sub- 
stantially expand the company’s opera- 
tions as a result of the FTA. 


— by Alexandra Wood, Investment 
Canada 


past 10 years has seen a reduction in in- 
vestments by the big centralized holding 
companies, such as Petrofina and Gen- 
star, making way for smaller companies 
to expand into Canada. “We encourage 
Belgian companies with advanced pro- 
cesses that might fill technology gaps in 
Canada to enter into partnerships with 
Canadian firms,” says Jim Welsh, Eco- 
nomic/Commercial Counsellor. “Recent 
successes include the float glass plant 
investment made by Glaverbel, and the 
electronic highway panels investment by 
Ivan Paques.” (p. 5) » 


Interview - (Cont'd from p. 3) 


When Plessey started off with the acquisi- 
tion of Leigh Instruments in Ontario and 
Nova Scotia, it had the strategic objec- 
tive of making the Canadian operation its 
global headquarters for navigation sys- 
tems and certain other high technology 
electronics and defence products. This is 
exciting because Plessey is a world-wide 
organization developing global product 
mandates for Canada. 


Do you have any hot prospects at the 
moment? 


Quite a few, but at different stages of 
progress. British Aerospace is one pros- 
pect that we are spending a lot of time 
with these days. We are convinced they 
will be making significant investments 
in Canada, the first of which was the con- 
tract with Bombardier to build $400 mil- 
lion worth of components for the Airbus 
wings. But we think that’s just the tip of 
the iceberg. 


There are also many other lower pro- 
file firms that have decided to invest in 
Canada, which either Bill or myself have 
been involved with. Recorded invest- 
ments ran about nine or ten per month 
through 1988, up from the seven or eight 
per month in 1986. We are also tracking 
with interest the U.K. share of foreign 
direct investment into Canada which has 
been increasing quite nicely during the 
past two to three years.» » 


— by Lillian Rukas, Investment Canada 


Total Canadian Direct Investment 
in Western Europe (% of Stock) 
1985: C$7.5 Billion 
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‘Contact Canada’ is the main prospect- 
ing vehicle aimed at leading industries 
and businesses in the region. The one- 
day program, organized with provincial 
governments, local Canadian lawyers, ac- 
counting firms, airlines, shipping compa- 
nies, Chambers of Commerce, etc., in- 
cludes seminars, press interviews, busi- 
ness visits and official calls by the Am- 
bassador, and Embassy or Chamber of 
Commerce luncheons. 


SWEDEN 


Bill Roberts, Commercial Counsellor, 
says the Swedish post has focussed on 
the corporate sector, building on the 
strong base of Swedish direct investment 
already present in Canada. About 95 
Swedish subsidiaries operate in Canada, 
from automotive assembly and distribu- 
tion, construction and mining, pulp and 
paper, to industrial equipment, chemi- 
cals, pharmaceuticals and biotechnology. 


Roberts says the post concentrates on 
basic education about Canada for 
Swedish business activity and invest- 
ment, “in short, bringing Canada to the 
minds of business people who overlook 
Canada in favour of better known desti- 
nations such as the U.S.A. and Southeast 
Asia.” The most important event since 
the investment development program 
began in 1985 was a four-province tour 
by a delegation of two dozen managers 
of major Swedish multinationals accom- 
panying the King of Sweden during his 
state visit in March 1988. 


The Technology Inflow Program has 
been used in hopes of attracting Swedish 
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technology to Canada in the form of joint 
ventures or licensing agreements. “As 
Swedish authorities lift restrictions on in- 
vestment abroad,” says Roberts, “invest- 
ment development activities will be 
broadened to address a larger potential 
market, and we plan to work with 
Swedish investment analysts as they 
begin to look for investment opportuni- 
ties beyond Sweden.” 


ITALY 


“The strength of the Italian economy, 
says Marta Moszczenska, Consul and 
Trade Commissioner, “together with the 
growing international interests of the Ital- 
ian business community, and an awaken- 
ing interest in North America — in part 
due to the Canada—U.S. Free (p. 6) » 
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M The Single European Act (SEA): 


Investment Implications 


The 12 members of the European Community (EC) are working towards elimina- 
ting all internal trade barriers by the end of 1992. This ambitious initiative will per- 
mit the free movement of goods, services, capital and people within the Community, 
creating a single market of 325 million consumers. 


It is expected the EC will achieve the 
world’s fastest growth rates in the 
1990s and that EC firms will increase 
their competitiveness both within the 
single European market and globally. 
As aresult, the EC will become a more 
important source of investment and 
technology and a more attractive place 
in which to invest. 


It will probably become more of a 
challenge to attract direct investment 
from Western Europe into Canada. 
Indeed, in the short term, most EC 
firms will be busy adjusting to the 
single European market, while firms 
from other Western European countries 
will be preoccupied with securing pref- 
erential access to the market. More- 
over, the U.S., the Asia Pacific Region 
and Eastern Europe will also be com- 
peting with Canada for EC investment. 


Until more is known about the final 
provisions of the EC initiative, it is dif- 
ficult to assess how non-EC firms will 
be affected by the single European 
market. Nevertheless, it is an oppor- 
tune time for Canadian companies to 
position themselves strategically in 
order to prepare for increased global 
competition, and to minimize the 
effects of a potential “fortress Europe”. 
This may involve establishing a cor- 
porate presence within the EC, or 
forming strategic alliances and joint 
ventures with EC companies. 


Recent examples of Canadian compa- 
nies that are preparing for the single 


CAE Industries Ltd., the manufac- 
turer of flight simulators, is expanding 
its wholly-owned subsidiary in West 
Germany to compete with firms in the 
U.K., France and the U.S. 


Northern Telecom Ltd., the tele- 
communications equipment manufac- 
turer, has already established links with 
companies in France, the U.K. and 
West Germany. 


Laidlaw Transportation Ltd., the 
school bus operator and waste manage- 
ment company of Burlington, Ontario, 
recently bought into Britain’s largest 
waste management company, Atwoods 
PLC. 


Plastique Moderne, a small Mon- 
treal-area plastics manufacturer, re- 
cently bought a plant in France to 
springboard into the European market. 


A federal interdepartmental task 
force has been established which, in 
collaboration with the private sector, is 
analysing the issues of 1992 through a 
number of sectoral working groups. In 
addition, a series of information semi- 
nars will be held across Canada to alert 
the Canadian business sector to the 
challenges and opportunities that are 
expected to result from the single 
European market. 


— by Alexandra Wood, Investment 
Canada 


European market include: 


Trade Agreement — all point to signifi- 
cant potential for investment in Canada.” 


The post has liaised extensively with 
Canadian federal and provincial govern- 
ments, and industrial associations in both 
Canada and Italy, to determine which sec- 
tors should be targeted for priority ac- 
tion. These include plastics, food pro- 
cessing, forest products remanufacture, 
converted paper and wood products, bio- 
technology, machine tools, robotics and 
flexible automation. 


“The post prefers to deal with en- 
quiries on an individual basis,” notes 
Moszczenska, “and is prepared to work 
with companies of all sizes.” In 1988 
alone, Milan received over 100 enquiries 
from Italian industry concerning joint 
ventures or investment opportunities in 
Canada. “Italian companies were placed 
in contact with Canadian companies and 
a number of negotiations are underway 
with good results expected,” says 
Moszczenska. 


In the next 12 to 24 months, the Milan 
post intends to continue an active pro- 
gram of promoting Canada’s image as an 
economically sound, sophisticated in- 
dustrial nation with substantial opportu- 
nity for growth. “An important element 
in achieving this program is the recent 
signing of the Economic and Industrial 
Co-operation Agreement between 
Canada and Italy,” adds Moszczenska. 


IRELAND 


According to Gilles Morin, Commer- 
cial Counsellor, a substantial portion of 
Irish industry is under foreign ownership 
and the number of investment candidates 
is somewhat limited, but there are Irish 
companies who are showing growth 
through selective investment at home 
and abroad. Irish public companies have 
been much more active than private ones 
in looking overseas, partly due to size 
and access to capital, and the post has 
been courting these companies to enter 
the Canadian scene. Says Morin, “We 
are also attempting to publicize the free 
trade agreement, suggesting Canada as 
the right base to develop the U.S. 
market.” 


Activity in Canada has been modest, 
the most notable Irish investment being 
the robotics systems operation of Auto- 
mation Tooling Systems Inc. of Kitch- 
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The Norsk Hydro magnesium plant in Bécancour, Quebec. (Courtesy Norsk Hydro) 


ener, owned by a division of Aer Lingus. 
The Jeffersen Smurfit Group, one of the 
world’s fastest growing paper/packaging 
groups, has recently taken a minority 
holding in PCL Industries Limited. 


FINLAND 


“Finland has a very good track record 
in investment in Canada,” says Claude 
Charland, Commercial Counsellor. 
Despite its relatively small size, Finland 
has become a high technology country in 
the past three decades, exporting 30% of 
its GNP. The Helsinki post is changing 
its focus from a specialization in the for- 
est industry to a clientele of smaller com- 
panies producing unique or high tech- 
nology products. “Our approach involves 
the nurturing of good relations with the 
heads of the largest corporations, promo- 
tion campaigns, and special events organ- 
ized with local banks, the Finnish For- 
eign Trade Association (FFTA), or the 
Finnish Export Institute (FEI),” says 
Charland. 


Examples of Finnish success stories in 
Canada include Winpak, Valmet-Sentrol 
and Neste Oy. Winpak, which is located 
in Winnipeg, is the third largest North 
American producer of flexible (shrink- 
wrap) packaging and captured 11% of 
the market last year. Valmet-Sentrol is 
planning a manufacturing/engineering 
plant in Toronto, and its Canadian head- 
quarters will be moving to Montreal. 


Neste Oy is contemplating a C$250 mil- 
lion MTBE (gasoline additive) plant near 
Edmonton, which will be the second big- 
gest Finnish investment in Canada. 


NORWAY 


By far the largest Norwegian invest- 
ment to date in Canada is the Norsk 
Hydro magnesium plant at Bécancour, 
Quebec, a C$500 million, 40,000-ton 
capacity plant which will come onstream 
in June 1989, and reach full capacity by 
year end. The Quebec base was chosen 
largely because of provincial co-opera- 
tion, and the potential access to North 
American markets. 


According to Mel MacDonald, Consul 
and Commercial Counsellor, one sector 
of particular success for Canada has been 
aquaculture. Norway has investments of 
C$100 million in fish farming on both 
the east and west coasts of Canada. On 
the B.C. coast, it is estimated that up to 
50% of salmon farm development has 
some form of Norwegian involvement, 
either through direct investment, tech- 
nology, or Norwegian management. 
There is also growing interest in develop- 
ing halibut, turbot and cod aquaculture. 


The investment promotion program for 
Norway has been multi-sectoral in its ap- 
proach for, like Canada, Norway has a 
broad base of resource industries. The 
Oslo post has conducted three major in- 
vestment seminars in (p. 8) > 
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About Investment Canada Statistics 


Investment Canada’s statistics of foreign 
investment are unique. They provide a 
partial measure of current foreign direct 
investment (FDI) activity in Canada and 
contain useful information not found else- 
where. They are not comparable to the 
measures of FDI collected by Statistics 
Canada. There are also other important 
qualifications to keep in mind when 

using these statistics. 


Unlike Statistics Canada’s FDI data 
(both flows and stocks) which are more 
common and comprehensive measures, 
Investment Canada statistics concern 
only certain foreign investments as de- 
fined by the Investment Canada Act. 
These investments are either acquisitions 
of control, direct or indirect, | of Cana- 
dian businesses, or the establishment of 
new businesses. Not included in the In- 
vestment Canada data are expansions of 
facilities made by established foreign in- 
vestors in Canada. A major plant expan- 
sion by a large, foreign-controlled auto 
manufacturer would not come under the 
Investment Canada Act, but this type of 
investment may increase the stock of 
FDI as measured by Statistics Canada. 


Not included in the Investment 
Canada data are expansions of 
facilities made by established 
foreign investors in Canada. 


As well, portfolio investments do not 
come under the Investment Canada Act 
if they do not involve acquisition of con- 
trol of the Canadian business. Under the 
section “presumptions respecting acquisi- 
tion of control” (29.(3)(d)), it states, “the 
acquisition of less than one-third of the 
voting shares of a corporation or of an 
equivalent undivided ownership interest 
in the voting shares of the corporation is 
deemed not to be acquisition of control 
of that corporation.” 


As Investment Canada statistics con- 
cern only a certain portion of all FDI in 
Canada, there are limitations also within 


lAn indirect acquisition is one in which con- 
trol of a subsidiary in Canada changes as a 
result of a transaction abroad. 


the statistics themselves. It is important 
to note that the figures may not wholly 
reflect the actual number and value of ac- 
quisitions and new business starts made 
by international investors for the follow- 
ing reasons: 


¢ two or more international investors 
may submit notifications of intent or 
applications to acquire the same 
Canadian business and each proposal is 
recorded as a separate transaction; 


most cases are submitted to Investment 
Canada at the proposal stage. However, 
the investor may choose not to imple- 
ment the investment. (This is known to 
occur for less than 1% of the cases, or 
about 3% of the reported asset value); 


acquisitions are recorded by asset value 
of the business to be acquired, based on 
the most recent audited financial state- 
ments and not on the actual purchase 
price; 


new business proposals, up to the end 
of 1988, were recorded on the basis of 
the planned amount of investment by 
the end of the first full year of opera- 
tion. Beginning in 1989, this data will 
reflect the planned investment in the 
new business over the first two years. 


Investment Canada’s statistics have 
been collected since the creation of the 
Agency on June 30, 1985. They are pub- 
lished quarterly, about four weeks after 
the end of the quarter, and provide an up- 
date — in text, tables and charts — of 
the number and value of foreign invest- 
ments subject to the Investment Canada 
Act. Also included are summaries of 
trends over the previous 12 months and 
comparisons with the previous quarter. 


The quarterly statistics, also found in 
the Annual Report, are broken down by 
country of origin, by sector of activity 
and by province of destination”. 


Other, basic information such as the name of 
an investor and type of business is listed in In- 
vestment Canada’s bi-weekly news release. 
The release does not contain statistical data 
on the individual cases because of confiden- 
tiality. These statistics are found only in 
aggregate form as described. 


The bi-weekly news release is also used by 
companies in Canada as a source of business 
leads, to offer services or products to recent 
foreign investors in Canada. 


In Canada, there is no official source 
of FDI statistics by province, but there is 
interest in these type of statistics. This is 
one gap in the FDI data from Statistics 
Canada which is due to drawbacks: i) in 
how corporate financial information is re- 
ported in the Statistics Canada survey, 
and, ii) in the distribution of investments, 
by province, of an enterprise” with activ- 
ity in more than one province. This gap 
forces individuals to search for this type 
of information. 


In Canada, there is no ct 
source of FDI statistics by pro- 
vince, but there is interest in 
these type of Statistics. 


The provincial breakdown of Invest- 
ment Canada statistics has similar draw- 
backs, as well as those cited for statistics 
in general. In the Agency’s data, the pro- 
vince of destination of the foreign invest- 
ment is determined on the basis of the 
largest cluster of employees and is the 
province to which the total assets of the 
acquired Canadian company are attribu- 
ted. The significance of these invest- 
ments to other provinces, therefore, is 
not reflected. 


In summary, while it is very important 
to remember the limitations of Invest- 
ment Canada statistics, they are useful in 
certain ways. They can be one source to 
assist individuals searching for FDI data 
by province,” and they are an up-to-date 
source of current foreign investment ac- 
tivity in Canada. de 


— by J. William Galbraith, Investment 
Canada 


According to Statistics Canada, an enter- 
prise may be defined as a group of corpora- 
tions under common control. 


4 Another source that researchers have used to 
attempt to provide some guide to provincial 
breakdown of FDI is the taxable income of 
foreign-controlled firms, by province, from 
the Corporations and Labour Unions Returns 
Act (CALURA) data of Statistics Canada. The 
provincial percentages then have been 
applied, possibly in combination with some 
other data available on a provincial basis, to 
the FDI statistics. 


co-operation with the Export Council of 
Norway (ECN). The next seminar, 
scheduled for April 10, 1989, will focus 
on the Canada—U.S. Free Trade Agree- 
ment. MacDonald says a continuing pro- 
gram of separate liaison calls and invest- 
ment mailings will complete Oslo’s in- 
vestment development plans throughout 
1989/90. 


DENMARK 


Denmark has a highly developed in- 
dustrial sector focussed on light manufac- 
turing, food processing and specialized 
products. Kathryn Hewlett-Jobes, Com- 
mercial Counsellor, says the investment 
development program in Copenhagen 
started in 1986 with four basic elements: 
to identify Danish exporters to Canada, 
to design and implement a computerized 


= Technology Transfer Conference 


Calgary, Alberta, August, 23-26, 1989. 


The Convention Centre will host a 
meeting of international technology 
brokers and experts from the academic, 
government and business sectors. “It’s a 
small but very important conference,” 
says organizer Dr. Cristina Castro, Direc- 
tor of the Technological Innovation Pro- 
gram at the University of Calgary’s Fa- 
culty of Management. “Because we have 
such uneven economies around the 
world, technology transfer could be the 
shortcut to improving all our econo- 
mies.” Do technology brokers assist 
economic growth? Can we teach tech- 
nology brokerage and transfer? Experts 
will ask these questions to determine 
what works and what doesn’t in the com- 
plex process of transferring products and 
know-how to other countries. “The 
whole idea really began here at the 
Centre for New Venture Development,” 
says Dr. Castro,“as a way of teaching stu- 
dents about technology transfer.” Dr. 
Castro is hoping to organize live video 
links in Russia and Yugoslavia for stu- 
dents to participate without making the 
expensive trip. de 
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investment data base, to increase general 
awareness about the potential for invest- 
ments in Canada, and to stimulate port- 
folio investment. 


The post holds ‘Business Contact 
Canada’ days, which combine an infor- 
mal luncheon, brief presentations, and an 
information booth-trade show approach. 
“These events have been even more use- 
ful than we had hoped,” says Hewlett- 
Jobes. Twenty-seven Danish companies 
completed a questionnaire detailing their 
investment and technology transfer plans 
and several firms have indicated they are 
considering Canada for possible joint 
ventures, technology transfers or subsidi- 
aries. Eskofot A/S, a Danish graphics 
equipment manufacturer, is investing 
C$5 million in a Mississauga plant start- 
ing up early this year and is expected to 
employ 70 people. 


SPAIN 


Don Wismer, Canada’s Commercial 
Counsellor in Madrid, says Spain’s 
largest petroleum company, Repsol, is 
planning a visit to Canada early in 1989 
with a view to making very significant in- 
vestments, as are the Antibioticos and 
Trema Companies. 


Trade and investment seminars have 
been held in a variety of Spanish cities 
since 1985. Wismer notes that in ad- 
dition to seminars, the post supplied 
articles and advertising support for a 
special issue on Canada in El Nuevo 
Lunes business journal, which circulated 
to 35,000 Spanish decision-makers. 


A C$500,000 joint venture investment 
in St-Sébastien, Quebec, by Abrasivos de 
Espana S/A was realized, through the ef- 
forts of Jim Rollefson of the National Re- 
search Council’s International Technical 
Transfer Division, and a new C$1 mil- 
lion factory was opened March 1988 by 
the Spanish Ambassador to Canada, An- 
tonio Fournier, and François Gérin, MP 
for Megantic-Compton-Stanstead. There 
are currently four other possible Spanish 
investments under serious discussion. de 


— by Lillian Rukas, Investment Canada 
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From the U.K. promotion campaign, “The 
Sweetest Investment Opportunity of 1988.” 


M Current Publication 


Investors Guide to Doing Business in 
Canada — The Royal Bank Way, 1989. 


This 40-page edition of graphs and 
text, available September 1989, will de- 
scribe and analyse Canada for business 
people and foreign investors interested in 
doing business in Canada. Emphasis will 
be on Royal Bank Services offered in 
Canada and around the world. Overviews 
of Canada’s geography, population and 
climate will be included, as well as the 
labour market, banking system, eco- 
nomic forecasts by province, and by 
industry, investment flow patterns, the 
Canada-U.S. Free Trade Agreement, 
Canada and GATT, recent policy initia- 
tives in deregulation and privatization, 
taxation and legislation. This “nuts and 
bolts” guide for operating and investing 
in Canada will be updated annually to re- 
flect significant changes in the economic 
outlook. Single copies are available 
without charge. To order, contact 
Manager, Marketing Development, Cor- 
porate Marketing and Sales, Royal Bank 
Plaza, Toronto, Ontario, M5J 2J5. 


Investing In Canada is published quarterly by Investment Canada, the 
investment development agency of the federal government. The man- 
date of Investment Canada is to promote investments in Canada by 
both Canadians and non-Canadians, that contribute to economic 
growth and employment opportunities, and that are of net benefit to 
Canada. Opinions expressed in Investing In Canada are not neces- 


sarily those of the Agency. Copyrights remain with Investment 
Canada. Letters of response or analysis are welcome, and may be pub- 
lished in future issues with writers’ permission. Inquiries, correspen- 
dence and subscription requests should be directed to The Editor, 
Investing In Canada, 235 Queen Street, 5th Floor West, Ottawa, 
Ontario K1P 6AS. @ (613) 995-0800 
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‘In this issue, Investing in Canada is pub- 
lishing several articles on investment 
development activities in some of the 

| provinces, and actual investments that 

| are being made.We plan to make this a 
periodic feature of our newsletter be- 

| cause we feel that potential investors 

| and investment intermediaries will be 

| interested in which aspects of their 

| economies the provinces are promoting, 
| and how they are going about it. 
| 


| We also plan to publish articles about 
successful investments in Canada in 
which company executives discuss their 
interest in Canada and their reasons for 
investing here. For this issue we inter- 
viewed the President of Merck Frosst 
Canada Inc., Robert Ingram. 


We hope you find this series useful. 
Please do not hesitate to write us with 
“your comments. 


| 
i 


| 
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INVESTING IN CANADA 


Government 
Publications 


A NEWSLETTER ON CANADA'S INVESTMENT CLIMATE 


1 INVESTMENT DEVELOPMENT 
IN THE PROVINCES 


Artist’s rendition of the four-storey addition to the Merck Frosst Centre for Therapeutic 
Research in Kirkland, Quebec. (Courtesy of Merck Frosst) 


5 MERCK FROSST INVESTS 
$205 MILLION IN QUEBEC 


Merck Frosst recently announced a $205 
million investment in Kirkland, Quebec, 
the largest research investment in 
Canadian history for the pharmaceutical 
industry. Merck Frosst Canada Inc. is 
the largest pharmaceutical company in 
Canada, with gross annual sales in 
excess of C$250 million. The following 
is an interview with Robert Ingram, 
President of Merck Frosst Canada Inc. 


Could you describe your facilities in 
Kirkland, Quebec? 


Our Kirkland site houses our head of- 
fice, manufacturing, marketing and admi- 
nistration functions and our research faci- 
lity, the Merck Frosst Centre for Thera- 
peutic Research. Of our 900 employees, 
600 live in Quebec, and the rest are pri- 
marily sales representatives throughout 
Canada. (p. 2) >» 


+ Tee 
peg = 
ALBERTA ronan, em 
| 
INSEE HIS ISSUE 
Witha gross domestic product (GIP) iyo 2 
of $63 million, Alberta is an increasiig- 


ly important destination for internati 


investment. In 1988, Alberta attracted Le 


15% of Canada’s total non-residential 
investment, and 15% of total Canadian 
fixed assets. Capital expenditures on 
major projects proposed for Alberta over 
the next several years are estimated at 
$25 billion. 


Businesses located in Alberta enjoy 
tax rates among the lowest in Canada, 
and neither individuals nor corporations 
pay provincial retail sales tax. Manufac- 
turing industries are taxed at 9%, small 
businesses at 5%, and small manufac- 
turing companies pay no tax. (p. 3) »- 
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The Phagfaceutical Industry — p. 3 


1 Investment Activities — p. 3 


Investment Opportunities Services — p. 6 


Investment Barometer 
Investment Flows Remain Strong — p. 7 
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Investment Canada — p. 8 
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INVESTISSEMENT 
CANADA 


Robert A. Ingram, President 


Merck Frosst Canada Inc. 


We are currently engaged in some of 
the most exciting new research taking 
place in the world in the area of inflam- 
matory diseases, specifically those that 
afflict the pulmonary tract. We are hope- 
ful this research will lead to break- 
throughs in the treatment of asthma and 
allergic reactions. 


Are you developing new drugs? 


Clearly, that’s our focus. But it’s not 
just new drugs, it is new therapeutic ad- 
vances. Our research is ‘cutting-edge’ 
science. We’re trying to identify those di- 
sease areas for which there aren’t good 
therapeutic answers. For example, our 
Merck Frosst scientists discovered one 
of today’s widely-used compounds for 
the treatment of glaucoma, and recently 
discovered the most successful treatment 
for harmful cholesterol. 


Where does Canada fit into your world 
operations? 


Canada is one of six countries in 
which Merck is carrying on a major re- 
search effort. The others are the U.S., the 
U.K., Italy, Japan and France. Merck 
targets its investment into specific thera- 
peutic categories. As I mentioned, the 
Merck Frosst Centre for Therapeutic 
Research is working on pulmonary 
diseases; the Japan research is focused 
more on the anti-infective area; the U.K. 
facility on the neuroscience area; and the 
U.S. facilities on a broader cardiovascu- 
lar metabolic focus. This strategy avoids 
duplicating our efforts. Merck is the lar- 
gest investor in research and develop- 
ment in our industry and will invest this 
year in excess of US$700 million in 
research. 


INVESTING IN 


Why have you chosen those specific 
countries? 


We feel that Canada, along with Eur- 
ope, Japan and the U.S. represent signifi- 
cant business opportunities because 
there is a clear recognition of the need 
for health care and a willingness of go- 
vernment and the private sector to help 
pay for good health care. If we are to 
continue to address diseases that are not 
yet conquered, such as Alzheimer’s, 
AIDS, and cardiovascular diseases, it is 
going to be through a continued invest- 
ment in research by industry, by govern- 
ment and by academia. We see Canada 
as being one of those environments 
where that kind of commitment will 
continue. 


How will your recent investment in 
Kirkland be spent? 


The $205 million is a conservative esti- 
mate of the investment we will make 
over the next five years. The cornerstone 
of that commitment is a $60 million capi- 
tal investment involving a research labo- 
ratory expansion targeted for completion 
in early 1991, which will be the largest 
research laboratory of its type in Canada. 


Will new jobs be created? 


Yes, and a great many will be at the 
doctorate and post-doctorate levels. It is 
hard to pinpoint accurately but when the 
new research building is fully operation- 
al we’re looking at about 300 scientists 
occupying the building. Today we have 
half that number. 


Why did Merck choose Canada for this 
investment? 


I think Quebec is a leader in North 
America for innovative techniques to lo- 
wer the after-tax costs of conducting re- 
search. Quebec’s support, by way of tax 
credits on salaries paid to scientists, as 
well as tax credits on industry-university 
co-operative projects, has been very suc- 
cessful in attracting research activities. 


Quebec was also very supportive of in- 
tellectual property protection during the 
Bill C-22 debate and the legislation was 
critical for us. In effect, Canada provides 
a company like Merck Frosst with seven 
years of market exclusivity for new pro- 
ducts. And when you consider the enor- 
mous high risks we take in research — 
where we fail much more often than we 
succeed — we feel very strongly that the 


public benefits from a strong intellectual 
property protection environment. 


Do you work with other institutions? 


We work closely with Canadian uni- 
versities. Montreal is becoming a centre 
for biotechnology which is shown in the 
emergence of Bio-Méga, the Armand- 
Frappier Institute and the Biotechnology 
Research Institute, and in the world- 
class scientists doing research at the uni- 
versities of Montreal and McGill. Merck 
Frosst works with Laval and Sherbrooke 
Universities’ researchers, as well as with 
the major hospital centres, the Royal 
Victoria and Montreal General, and the 
Clinical Research Institute of Montreal. 


Through collaborative efforts with the 
pharmaceutical industry we are going to 
create an industry that will give universi- 
ty graduates the opportunity to stay in 
Canada to further their research, whereas 
in the past they might have had only the 
U.S. or Europe to consider. But in time 
our industry will require even more ta- 
lent than is currently available. 


What can be done to satisfy this require- 
ment? 


The governments, both federal and 
provincial, must work with the universi- 
ties and industry to make sure we all de- 
vote the right type of resources to ensure 
the pool of Canadian talent is adequate. 
It is one thing to build new research labo- 
ratories; it is quite another to attract and 
hire the brightest young Canadian 
science graduates. We really want to 
work with government in order to pro- 
vide the necessary resources and funds 
to the medical schools and universities, 
so they can graduate larger numbers in 
the areas of chemistry, molecular biolo- 
gy, pharmacology and medicine. 


What do you think is the future of the 
pharmaceutical industry in Canada? 


I’m optimistic about the future. I think 
as the Canadian public comes to under- 
stand that this industry does meet its 
commitments in terms of research invest- 
ment and is willing and eager to work 
with the Prices Review Board, a partner- 
ship will evolve that will only grow 
stronger, and be of tremendous value to 
Canadian society. ‘de 


— by Réjean Lemieux and Lillian Rukas, 
Investment Canada 


PROVINCIAL INVESTMENT ACTIVITIES (Contd from p. 1) 


Exports represented over 20% of 
Alberta’s GDP in 1988, amounting to 
$13.8 billion. Traditional exports include 
primary products such as natural gas, 
crude oil, sulphur, coal, wheat, barley, 
canola and beef. In addition, manufac- 
tured goods such as petrochemicals, oil 
and gas equipment, communications 
technology and processed foods are 
playing an increasingly important role as 
Alberta’s maturing economy becomes 
more diversified. While the United 
States is the predominant market for 
Alberta’s exports, taking 70% of the to- 
tal, markets are also opening up in Asia, 
Europe, Latin America, the Middle East, 
Africa and the U.S.S.R. 


In 1988, the energy industry accoun- 
ted for 18% of Alberta’s GDP. With pre- 
sent technology, 25 billion barrels of 
crude oil are recoverable from the oil- 


| The pharmaceutical industry in Cana- 
| da consists of about 130 manufactur- 

| ing establishments employing 17,000 

| people, with annual shipments of $2.4 
| billion. With the exception of the bio- 
| logical products subsector such as vac- 
‘ cines, blood products and hormone 

| products, the industry is dominated by 
international companies which account 
| for 85% of the industry’s $1.5 billion 

| assets. About 30 companies account 

| for approximately 80% of the Cana- 

| dian market and include such well- 

| known names as Merck Frosst, Glaxo, 
| Johnson and Johnson and American 

| Home Products. 


| Despite this high degree of concen- 

| tration, no single company holds more 
than 7.5% of market share. The phar- 
maceutical sector remains among the 

| more profitable manufacturing sectors 
| in Canada with after-tax profit on capi- 
| tal employed averaging 19.3% annual- 
| ly over the five-year period to 1985. 


| In general, multinationals have ten- 

_ ded to centralize their R & D functions 
at their head offices or in major market 
| locations. The same holds true for fine 
chemical production, the major ingre- 
| dients of pharmaceuticals. Since Cana- 
da represents only about 1% of world 
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sands, representing about one-third of 
the world’s known recoverable reserves. 
Major new investments include the pro- 
posed $4 billion Oslo oilsands mining 
project in Fort McMurray, and the $1.4 
billion Husky heavy-oil upgrader on the 
Saskatchewan border. 


Major opportunities exist in petroche- 
micals and plastics, with $95 million 
worth of investment being committed to 
Alberta’s plastics industry this year. 
Alberta Gas Ethylene has announced its 
intention to build another world-scale 
ethylene plant at Joffre, representing 
$1.2 billion in new investment. Dow 
Chemical also announced plans to pro- 
ceed with its $800 million ethylene 
plant. 


The forestry industry currently contri- 
butes over $1.5 billion a year to the pro- 
vincial economy, and directly employs 
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consumption, the Canadian industry 
has one of the lowest R & D invest- 
ment levels among the industrialized 
countries, and Canadian production 
tends to concentrate on formulation 
and packaging of product. 


An added complication was the ex- 
istence of the compulsory licensing 
clause of Canada’s Patent Act, where- 
by the Commissioner of Patents was 
empowered to issue compulsory li- 
cences to permit Canadian generic ma- 
nufacturers to import, formulate and 
market copies of patented pharmaceuti- 
cal products. However, recent changes 
in the Act, as outlined in Bill C-22, es- 
sentially restored protection to brand- 
named pharmaceutical manufacturers. 


This change prompted manufactu- 
rers to announce spending intentions 
in excess of $1 billion on R & D over 
a 10-year period. Although many had 
expected these expenditures to take the 
form of clinical, rather than basic re- 
search, the interview with Merck 
Frosst indicates that much more is 
indeed possible. 


— by Chummer Farina, Investment 
Canada 
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Painting by Murray Kimber for the Alberta 
International Awareness campaign 


10,000 Albertans. Developments now 
under way will see over $3.2 billion of 
new investment in this sector, which will 
create almost 10,000 construction per- 
son-years and 4,000 operating jobs. 


The Alberta Heritage Fund, worth 
over $12 billion, plays a major role in 
the development of the advanced techno- 
logies industry, and has been used to fi- 
nance a variety of economic diversifica- 
tion programs. Alberta firms have estab- 
lished worldwide reputations for innova- 
tion in biotechnology, lasers, telecommu- 
nications and medical research. 


Tourism, Alberta’s third largest indus- 
try, generated $2.3 billion in 1988 and 
employed 75,000 people. In that year, 
Alberta hosted the 1988 Olympic Winter 
Games which attracted 22 million visi- 
tors and enhanced Alberta’s international 
profile. 


MANITOBA 


This region of abundant waters has 
some of the lowest electricity rates in 
the world, a well-established transporta- 
tion network and a strong and skilled la- 
bour force. The province sells itself as a 
centre of excellence in aerospace, infor- 
mation processing technologies, the 
health care industries, agricultural deve- 
lopment and food processing. Forestry, 
mining and mineral processing are inte- 
gral to Manitoba’s long-term economic 
strategy. 


In March, Repap Enterprises Corp. an- 
nounced a $1 billion investment over the 
next four years to modernize the pulp 
and paper complex at The Pas, northern 
Manitoba. “We will be the best mill in 
Canada when it is done,” says new Gene- 
ral Manager Paul Richards. (p. 4) »- 
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‘Alberta, Strong and Free’ is the slo- 
gan for the Alberta International Aware- 
ness Program, a three-year promotional 
campaign designed to increase interna- 
tional awareness of Alberta. The cam- 
paign targets the highest level decision 
makers in political, academic and busi- 
ness environments, primarily in the 
United States, United Kingdom, West 
Germany, Hong Kong and Japan. 


Through the original oil paintings by 
Alberta artist Murray Kimber, the ads 
create an image of a place where vi- 
sions can become realities, where there 
is a knowledge and a respect for roots 
and achievement, and where there is a 
confidence in the future. 


Repap will undertake a $200 million 
conversion of the unbleached kraft paper 
mill to a bleached kraft operation, fol- 
lowed next year by an $800 million ex- 
pansion involving construction of a new 
bleached softwood kraft mill. The mill at 
The Pas will be environmentally sophis- 
ticated with state-of-the-art technology, 
keeping the use of chlorine down and im- 
proving the odour emissions usually as- 
sociated with pulp mills. Repap promi- 
sed the existing 850 jobs will be pre- 
served and up to 400 new ones created. 
Repap also earmarked $20 million for 
retraining programs over the entire $1 
billion expansion program. 


Wang Canada Limited announced 
plans for its Centre for Imaging Techno- 
logy in Winnipeg, worth between $20 
and $40 million to the Manitoba econo- 
my over five years. Wang is expected to 


Manitoba Premier Filmon announces 


Boeing’s expansion in Winnipeg. 


(Courtesy Government of Manitoba) 


ALBERTA INTERNATIONAL AWARENESS PROGRAM 


Imagine a city that knows no boundaries 


ÿ 


I, shox Franny pene! 


att Nas seen ter À 

© Like tints our ce 
Weare fee 

0 NE ane Aorta, 


create a North American market worth 
$2 billion by 1992, and $10 billion by 
the year 2000. 


A recognized leader in breeding tech- 
nologies for beef, dairy cattle and swine, 
Manitoba has been chosen, by Minebea 
Company of Japan, as site for the North- 
ern Manitoba Breeders (Canada) Co. 
Ltd., a $20 million hog breeding facility. 
The operation combines Canadian and 
Japanese high technology and is expec- 
ted to evolve into one of the world’s lar- 
gest bases producing and improving 
purebred breeding hogs. 


Boeing is planning a $31.3 million ex- 
pansion of its composite aircraft compo- 
nent manufacturing facility, creating 270 
new jobs and introducing high technolo- 
gy capabilities to the Winnipeg plant. 


NORTHWEST TERRITORIES 


Bountiful resources exist within this 
vast, sparsely populated part of Canada. 
The Northwest Territories has 36% of 
Canada’s land, 18% of its fresh water 
and 64% of proven oil reserves. The 
N.W.T. economy is made up of mining, 
oil and gas, government, small business, 
tourism, renewable resources and arts 
and crafts. 


A very important sector of the econo- 
my in terms of income and growth is 
small business, with service and retail 
outlets accounting for 52% of small busi- 
ness jobs. Personal and business ser- 


To complement the ad campaign, the 
program will place more emphasis on 
promoting Alberta’s presence in priori- 
ty markets through trade shows, minis- 
terial missions, etc. by augmenting the 
public relations component of these ac- 
tivities through an international public 
relations network. 


In addition, the Visiting Journalists 
Program is directed at attracting inter- 
national journalists to Alberta to gene- 
rate reports on the provincial invest- 
ment climate. Thirty-five journalists 
have been through the program so far. 


The Kimber pictures are courtesy of 
the Government of Alberta. 


vices, retail trade, transportation, accom- 
modation and food are the largest small 
business sectors. In March 1988, there 
were 1,845 businesses operating in the 
N.W.T., and 2,143 businesses registered 
for trade outside of the territory. 


Northern businesses have matured to 
the point where they must venture out in- 
to the world to find new markets, new 
processes and new sources of capital. 
The government is recognizing the need 
for upgrading and improving roads, 
docks and airports to keep pace with a 
growing population, and is committed to 
fostering an economic strategy condu- 
cive to increased investment and busi- 
ness opportunities. 


Prospects North Inc. was created in 
June 1988 to stage a series of economic 
development conferences every (p. 5) »- 


Young Dene learn carpentry skills. 
(Photo by Erik Watt) 


three years. Prospects North ’89 took 
place in Yellowknife in early June, the 
first economic conference of its scale or- 
ganized by northern business people to 
bring their community to the attention of 
southern business interests. 


The conference provided a comprehen- 
sive overview of the N.W.T. economy, 
highlighting mining, tourism, transporta- 
tion and construction. Guest speakers in- 
cluded the Hon. Jean Chrétien, the Hon. 
Pierre Cadieux, Minister of Indian and 
Northern Affairs, and Dr. Michael Wal- 
ker, Executive Director of Vancouver’s 
Fraser Institute. 


NEW BRUNSWICK 


Forming a land bridge between Nova 
Scotia, Quebec and Maine, New Bruns- 
wick offers outstanding access to major 
population centres, and is keen to raise 
its profile in new and expanding 
markets. 


With assistance from the federal gov- 
ernment, New Brunswick recently estab- 
lished an office at the Canadian Consul- 
ate General in Boston to pursue trade, 
investment, tourism and other opportuni- 
ties in the New England market. 


In addition, New Brunswick’s repre- 
sentative in Hamburg, West Germany 
promotes the province as a site for manu- 
facturing investment in West Germany, 
The Netherlands, Scandinavia and the 
United Kingdom, and identifies promi- 
sing joint ventures and technology part- 
ners for New Brunswick manufacturers. 


In May, Interaction ’89 was held in 
Moncton, N.B. The focus of this interna- 
tional trade show and conference was in- 
creased opportunities for trade between 
six New England states and five Eastern 
Canadian provinces arising from the 
Canada-U.S. Free Trade Agreement. Spe- 
cial guest speakers included Internatio- 
nal Trade Minister, John Crosbie; U.S. 
Ambassador to Canada, Thomas Niles; 
and U.S. free trade negotiator, Peter 
Murphy. 


_ Microwave Techniques is a small com- 
pany taking advantage of the business 
Opportunities in New Brunswick. This 
company was recently awarded a 
$940,000 contract to build parts for six- 
wheel drive recovery vehicles to be sup- 
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plied to the Canadian Department of 
National Defence. 


Under its parent in the U.S., Micro- 
wave Techniques has seen steady growth 
since its inception in 1985, nearly tri- 
pling the number of employees. The 
company manufactures a variety of pro- 
ducts, ranging from high-tech micro- 
wave components to special-purpose 
machinery used to produce cans for the 
North American fisheries industry. 


Microwave Techniques’ computer- 


controlled lathe. (Courtesy Government 
of New Brunswick) 


NEWFOUNDLAND 


The St. John’s Board of Trade has 
undertaken a research project, the Invest- 
ment Opportunities Project, to identify, 
advertise and market investment oppor- 
tunities in Newfoundland and Labrador. 
The project is funded by the Atlantic 
Canada Opportunities Agency. 


Investors, entrepreneurs, established 
business people, academics and govern- 
ment officials will be contacted and en- 
couraged to share any ideas that would 
qualify as opportunities for investment. 


An ‘opportunity’ may involve the de- 
velopment of products, services or tech- 
niques which foster entrepreneurship 
and employment. Since these opportuni- 
ties will be delivered to active investors, 
they must be packaged as well-research- 
ed ideas with imminent development 
potential. 


Once a list of opportunities has been 
generated, project staff will research 
each idea to determine which meets the 
criteria for packaging and promotion, 
and they will be marketed through all 


means available, advertising, investor 
listings, trade fairs, venture capital net- 
works, investment missions and direct 
contact. 


If you are an entrepreneur looking for 
a challenge, an investor seeking a new 
business opportunity, or somebody who 
has a promising idea for investment in 
Newfoundland and Labrador, contact the 
St. John’s Board of Trade. 


QUEBEC 


Quebec is geographically the largest 
of Canada’s provinces and one of the 
most prosperous centres of industrial 
growth, accounting for one-quarter of 
the total Canadian market. Quebec’s 
giant forest products and pulp and paper 
industries, with over $6 billion in annual 
production, are the largest single indus- 
tries and employers in the province. 


Economic growth in Quebec has been 
above the Canadian average since 1982, 
showing strength in such high-tech areas 
as aeronautics, telecommunications, 
pharmaceuticals, transport equipment, 
hydroelectricity, consulting engineering 
and computers. Quebec focuses a large 
part of its investment promotion activi- 
ties on the United States. 


In the early 1980s, biotechnology was 
targeted as a priority sector for all levels 
of government, and has rapidly become 
one of the most promising areas of Que- 
bec’s economy. The 1987 drug patent 
law has brought in a whole new climate 
for the pharmaceutical industry. More 
than $700 million in new investments 
have been announced by Montreal-area 
pharmaceutical companies. 


Quebec is attracting large investments 
in a variety of sectors. General Motors 
invested $450 million over the past two 
years to modernize its Boisbriand plant, 
and Hyundai Canada (Korea) recently in- 
vested $325 million to establish an auto- 
mobile plant in Bromont. Merck Frosst, 
the pharmaceutical giant, recently an- 
nounced its $205 million five-year ex- 
pansion plans for its Kirkland facilities 
near Montreal, the largest research 
investment in Canadian history for the 
pharmaceutical industry. «de 


— by Lillian Rukas, Investment Canada 
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M INVESTMENT OPPORTUNITY SERVICES 


This is a follow-up to a previous article 
on Investment Opportunity Data Bases 
featured in the Winter 1988 issue of 
Investing In Canada. 


“ Entrepreneurs dig first into their 
own pockets to get started, and, as their 
need for cash increases, ask for help 
from family and friends,” says Robert 
Safrata, president of Canadian New Ven- 
tures and Investments Group Ltd. 


<j VENTURE LINK 


“When these sources are depleted, en- 
trepreneurs look for outside assistance. 
Informal venture investors (IVIs) are the 
first people they turn to.” 


The financial capacity of an entrepre- 
neur usually does not exceed $50,000. 
IVIs are professionals, business owners, 
or managers who invest in promising 
small businesses. True venture capital, 
where investors pledge money in return 
for unsecured equity, operates mainly in 
the $50,000 to $500,000 range. There 
are few organized market devices to han- 
dle these transactions, and so IVIs fill a 
well-defined niche in the growth of ma- 
ny businesses. 


Canadian New Ventures and Invest- 
ments Group Limited publish Venture 
Link, a monthly newsletter for IVIs. Its 
objective is to provide IVIs with promi- 
sing investment opportunities and the ad- 
vice of financial experts. Venture Link 
publishes the entrepreneurs’ applications 
as well as short summaries of business 
proposals which are sent to more than 
1,000 subscribers. Interested investors 
contact the entrepreneur directly to nego- 
tiate deals. Venture Link’s services are 
available throughout Canada with trans- 
actions ranging from $50,000 up to $1 
million. 


The Centre financier de la PME 
(CF/PME), established in Laval, Que- 
bec, in 1987 is a non-profit organization 
providing a one-stop shopping service 
for entrepreneurs seeking venture capi- 
tal. Serving as a broker, it matches entre- 


preneurs with suppliers of capital rang- 
ing between $50,000 and $10 million. 


The CF/PME serves as a link between 
entrepreneurs and a dozen venture capi- 
tal institutions such as RoyNat, Lavalin- 
tech, the National Bank, the Quebec De- 
posit and Investment Fund and the Fede- 
ral Business Development Bank. 
Through an agreement with the FBDB, 
the centre provides small businesses 
with access to the FBDB’s Financial 
Matchmaking Service and to its bank of 
names, which include some 400 inves- 
tors totalling $166 million in potential 
funds. 


The CF/PME operates in an effective 
and inexpensive way. The centre charges 
businesses in search of venture capital 
an annual fee of $350. Major lending ins- 
titutions are charged $2,000, while small 
lending companies pay $350. When an 
entrepreneur submits a proposal, the cen- 
tre brings it to the attention of the ven- 
ture capital institutions. The centre then 
advises the entrepreneur of the interest 
generated by his proposal and organizes 
a meeting. If an agreement is reached, 
the centre charges a commission of 2% 
of the investment. 


“The advantage of our service for en- 
trepreneurs is the amount of time it can 
save,” says centre general manager Mr. 
Goyette. “Entrepreneurs need only pre- 
pare one business plan to submit to the 
major venture capital institutions.” 


| With the co-operation 
of the Montreal Ex- 
change, the centre also 
organizes a series of 
“capitalization days’ for 
entrepreneurs to submit 
their proposals in per- 
son to venture capital 
investors. The centre 
intends to hold one capi- 
talization day every 
month or two, in diffe- 
rent regions of Quebec. 


CENTRE 
FINANCIER 
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“This is a personalized service,” Mr. 
Goyette adds. “It’s not a computerized 
matchmaking service.” Only after a care- 
ful screening process — visiting the en- 
trepreneur’s facilities, meeting with the 
business’s management team, reviewing 
the company’s detailed business plan — 


does the centre determine whether a pro- 
posal is likely to interest the venture ca- 
pital institutions. “Human contact,” Mr. 
Goyette concludes, “is the most impor- 
tant aspect of this process.” 


In November 1988, the Hon. Elwood 
Veitch, B.C.’s Minister of Regional De- 
velopment, and the Hon. John Jansen, 
Minister of International Business and 
Immigration, jointly announced the intro- 
duction of VentureNet, a new data base 
of B.C. Business Network. It is one of 
seven data bases on business opportuni- 
ties in British Columbia. VentureNet is 
accessed through the B.C. Business Net- 
work which uses the services of Tele- 
com Canada and the British Columbia 
Telephone Company. 


VentureNet 
ee ee ee | 


VentureNet assists investors as well as 
businesses seeking equity capital. It al- 
lows investors, both inside and outside 
B.C., to search through an extensive list 
of business investment opportunities in 
the province. Mr. Veitch says that equity 
investment is a very important source of 
funding for the small but expanding busi- 
ness. “Often, during this phase of a com- 
pany’s growth, cash flow cannot keep up 
with debt servicing requirements, and 
that can be very restrictive, even though 
the company may have real potential to 
become a large and successful venture. 
VentureNet makes it easier for investors 
and entrepreneurs to get together.” 


Information is provided to the data 
base from province-wide sources such 
as regional development offices and 
community development officers work- 
ing with the private sector, the Federal 
Business Development Bank, the Univer- 
sity of Victoria, the Discovery Founda- 
tion, TIEM Canada Inc. and the Mat- 
ching Service of the Equity Programs 
Branch. 


Entrepreneurs complete a form descri- 
bing their businesses and VentureNet 
staff review it and enter the listing, 
which remains active for 90 days. After 
90 days it is removed, or an (p. 8) > 
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| INVESTMENT BAROMETER: 
Investment Flows Remain Strong Through 1988 


The gross inflows* of foreign direct 
investment (FDI) into Canada during 
1988 remained very strong at $8.1 bil- 
lion; double the levels prevailing from 
1982-85, though down from the record 
levels of $10.2 and $8.4 billion set in 
1987 and 1986 respectively. 


The record figure for 1987 reflected, 
in part, the acquisition of British Colum- 
bia Forest Products by Fletcher Chal- 
lenge Limited of New Zealand, as well 
as the Dumez S.A. (France) acquistion 


jor deals as the much publicized pur- 
chase of Federated Department Stores 
Inc. of the United States (valued at 
US$6.6 billion or C$8.1 billion) by the 
Campeau Corporation.Ÿ 


The figure also partly reflects the 
Seagram Co. Ltd.’s acquisitions of 
Florida-based Tropicana Products Inc., 
valued at US$1.2 billion (C$1.5 billion), 
and of the French firm, Martell & Co. 
S.A., valued at US$924 million (C$1.2 
billion). Campeau’s purchase of Federa- 


of Westburne International Industries 
and the acquisition by Esso Resources 
Canada Ltd. of Sulpetro Limi- 

ted.+ These deals were valued 


ted followed the acquisition in 1986 of 
Allied Stores Corp. which was valued at 


US$3.6 billion (C$5 billion), making 
Campeau a major force in U.S. retailing. 


The mergers and acquisitions (M&A) 
that are reflected in investment flows, 
and involving Canadian companies, are 
part of a worldwide trend. M&A activity 
is expected to increase in the wake of 
the Canada-US. Free Trade Agreement 
and as companies, both inside and out- 
side the European Community (EC), pre- 
pare for ‘i992’, the target year for com- 
pletion of the EC’s internal market. 


— by J. William Galbraith, Investment 
Canada 


at well over a half billion dol- 
lars each. 


GROSS INFLOWS OF 
FOREIGN DIRECT INVESTMENT IN CANADA 
(1981-1988) 


The continuing strong level 
of foreign investment is evi- 
dence of Canada’s attractive- 
ness to international investors. 
The strength of the country’s 10 
economy has been one of the at- 
tractions. Canada’s real gross 
domestic product (GDP) grew 6 
by 4.5% in 1988 and is general- 
ly expected to continue grow- 4 
ing through 1989 and 1990, al- 
though at more modest rates. 
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14 


> . . 5 ay 
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nal investors, and the headline- 

catching foreign acquisitions of 
Canadian companies have been 
matched by even larger acquisi- 
tions in the other direction. 


GROSS OUTFLOWS OF 
CANADIAN DIRECT INVESTMENT ABROAD 
(1981-1988) 


Canadian companies have 
been increasingly active in in- 
_ vesting abroad since the reces- 12 
sion in 1981-82. Gross out- 
flows** of Canadian direct in- My 
vestment abroad (CDIA) have 
grown at an average annual 
compound rate of 19.5% from 6 
1982 to 1988. This was almost 
a tripling of the value, from 
$4.4 billion in 1982 to $12.9 2 
billion in 1988. 


($billion) 
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The significant increase in 
the gross outflow of CDIA of 
_ almost 26% from 1987 to last 


| F * Preliminary data. 
_ year reflects, in part, such ma- 


Source: Statistics Canada. 


*The gross inflow of FDI in- 
cludes the regular type of 
equity and debt investment that 
a company controlled outside 
Canada or citizen of a foreign 
country makes in a business in 
Canada, in which it has a say 
in the day to day operations. 


**The gross outflow of CDIA 
includes the regular type of 
equity and debt investment 
that a company controlled in 
Canada makes in a business 
outside Canada and in which 
it has a say in the day to day 
operations. 


+The total value of acquisi- 
tions may not be included in 
the investment flows, depend- 
ing on where the financing was 
obtained. For example, if a 
Canadian company obtains fi- 
nancing for an acquisition in 
the United States from both 
Canadian and U.S. sources, the 
financing raised in the U.S. 
would not be included in the 
gross outflows of CDIA. Con- 
versely, the portion of financ- 
ing raised in Canada for the ac- 
quisition of a Canadian com- 
pany by a foreign firm would 
not be included in gross in- 
flows of FDI. 


Alan Nymark 


Executive Vice-President 
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NEW EXECUTIVE VICE-PRESIDENT — INVESTMENT CANADA 


Alan B. Nymark has joined Investment Canada as Executive Vice-President. Mr. Nymark comes to 
Investment Canada from the federal government Trade Negotiations Office where he was respons- 
ible for the final preparation of legislation for the Canada-U.S. Free Trade Agreement and its im- 
plementation on January 1, 1989. During the negotiations with the U.S., Mr. Nymark was Assistant 
Chief Negotiator to Simon Reisman. 
Mr. Nymark began his career in the federal public service in 1972 with the International Branch of 
the Department of Finance. He served in Washington, D.C. as technical assistant to the Executive 
Director of the International Monetary Fund and returned to Canada to serve in the Economic 
Secretariat of the Privy Council Office. 
In the early 1980s, Mr. Nymark was special adviser to the Chairman and Chief Executive Officer 
of the Royal Bank of Canada in Montreal. He returned to the public service as Deputy Secretary to 
the Cabinet for Federal-Provincial Relations and later served as Director of Policy for the Royal 
Commission on the Economic Union and Development Prospects for Canada (the Macdonald Com- 
mission). Mr. Nymark holds Bachelor and Masters degrees in economics from Queen’s University at 


Kingston, and undertook post-graduate studies at the London School of Economics in England. 4% 


(Cont’d from p. 6) 


extension granted if some interest has 
been shown. VentureNet does not partici- 
pate in negotiations. If a potential inves- 
tor expresses interest, the entrepreneur is 
notified and asked to contact the inves- 
tor directly. VentureNet does not charge 
the entrepreneur for listing the opportuni- 
ty, nor does it charge a ‘finders fee’ on 
investments when they are made. It is 
anticipated that investment opportunities 
will likely vary from $50,000 to $5 mil- 
lion, averaging $500,000. de 


— by Réjean Lemieux, Investment 
Canada 


VENTURE LINK 

Canadian New Ventures and Investments 
Group Limited, 

221 Front Street East, 

Toronto, Ontario. MSA 1E8 

Fax: (416) 947-9866 

Tel: (416) 861-1812 


CENTRE FINANCIER DE LA PME 
1555, Boul. Chomedey, bureau 210 
Laval (Quebec) H7V 3Z1 

Fax : (514) 682-5029 

Tel : (514) 682-5081 


VENTURENET 

VentureNet and Matching Services, 
Equity Programs Branch, 

Ministry of Regional Development, 
770 Pacific Boulevard, South, 
Vancouver, B.C. V6B 5E7 

Fax: (604) 660-3986 

Tel: (604) 660-4029 


Investing In Canada is published quarterly by Investment Canada, 
the investment development agency of the federal government. The 

mandate of Investment Canada is to promote investments in Canada 
by both Canadians and non-Canadians, that contribute to economic 
growth and employment opportunities, and that are of net benefit to 
Canada. Opinions expressed in Investing In Canada are not neces- 


For further information on provincial investment opportunities 


contact: 


ALBERTA 

Government of Alberta, 

Economic Development and Trade, 
Investment Promotion Branch, 
12th Floor Sterling Place, 

9940 - 106 Street, 

Edmonton, Alberta. T5K 2P6 
Fax: (403) 427-0487 

Tel: (403) 422-6236 


ALBERTA 

(International Awareness Program) 
Gerry Bourdeau, 

Government of Alberta, 

Public Affairs Bureau, 

2nd Floor, Capital Boulevard, 


10044 - 108th Street, 
Edmonton, Alberta. T5J 3S7 
Fax: (403) 422-9704 
Tel: (403) 427-4805 


MANITOBA 

Government of Manitoba, 

Ministry of Industry, Trade and Tourism, 
410 - 155 Carlton Street, 

Winnipeg, Manitoba. R3C 3H8 

Fax: (204) 957-1793 

Tel: (204) 945-2425 


NORTHWEST TERRITORIES 
Louise Nielsen, 

N.W.T. Chamber of Commerce, 
Box 2544, 

Yellowknife, NW.T. XIA 2P8 
Fax: (403) 873-6387 

Tel: (403) 873-1989 


Ontario K1 


NEW BRUNSWICK 

Government of New Brunswick, 
Department of Commerce and Technology, 
Investment and Industrial Benefits, 

P.O. Box 6000, 

Fredericton, N.B. E3B 5H1 

Fax: (506) 453-7904 

Tel: (506) 453-3981 


NEWFOUNDLAND 

Investment Opportunities Project, 
St. John’s Board of Trade, 

P.O. Box 5127, 173 Water Street, 

St. John’s, Newfoundland. AIC 5V5 
Fax: (709) 726-2003 

Tel: (709) 726-2961 


QUEBEC 

Province de Québec 

Ministère de I’ Industrie, du Commerce 
et de la Technologie 

Direction générale de la promotion des 
investissements 

770, rue Sherbrooke ouest 

Montréal (Québec) H3A 1G1 

Fax : (514) 873-9330 

Tel : (514) 873-1353 


FEDERAL 

Investment Canada, 
Investors Services Group, 
P.O. Box 2800, Station D, 
Ottawa, Ontario. KIP 6AS 
Fax: (613) 996-2515 
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INVESTING IN GANA 


Enhancing the Partnership 


1978 1979 


Source: Ministry of Finance, Japan 


1985 1986 


Japanese Direct Investment in Canada (Million US$) 


The following article was written for 
_ Investment Canada by the Ambassador 
_ of Japan, His Excellency, Mr. Hiroshi 
Kitamura. 


This year, 1989, is a special year in 
Canada-Japan relations — the 60th 
anniversary of the establishment of our 
diplomatic relations. It is a pleasure to 
note that our bilateral relations have 
developed remarkably in various fields, 
as if to coincide with this commemora- 
tive year. Therefore, I would like to 
review briefly the fruits of past bilateral 
economic relations, and express some 
personal comments on how we could 
elevate and deepen them in the future. 


Where We Stand 


With regard to our trade relations, two- 
way trade has amounted to C$18 billion 
in 1988 (a 17% increase over the pre- 
vious year) consolidating the Japanese 
position as Canada’s second largest trad- 
ing partner next to the United States. 
This figure is twice that of Canadian 
trade with the U.K., three times its trade 
with West Germany, and five times its 
trade with France. Also, I would like to 
stress that Canada is one of a few indus- 
trialized countries which maintains a 
trade surplus with Japan — a magnitude 
of C$2 billion in 1988. (p. 2) > 
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Daishowa: A Growing 
Presence in Canada 


Daishowa Paper of Japan is one of 
the leading worldwide manufacturers of 
paper and paperboard, and produces 
10% of the total Japanese output of these 
products. During 1988, which marked 
the company’s 50th anniversary, 
Daishowa rapidly expanded its overseas 
operations in North America, particular- 
ly in Canada. 


Western Canada 


Daishowa Canada Co. Ltd. began con- 
struction of a $550 million greenfield 
bleached kraft pulp mill near Peace 
River in Northern Alberta. The total of 
Daishowa’s capital investment in North 
America, including the new mill, now 
exceeds $1.3 billion. 


“Northern Alberta’s abundant wood 
supply and the provincial government’s 
strong commitment to development of : 
the forest industry proved an unbeatable 
combination in Daishowa’s (p. 3 ) 
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Hiroshi Kitamura, Ambassador of Japan 


Next to review is our investment rela- 
tions. Up to 1985, the average annual 
Japanese direct investment in Canada 
stood at some US$100 million. Since 
then, however, with the rapid apprecia- 
tion of the yen and with the shift of 
production bases from Japan abroad 
backed with the change in Canada’s 
foreign investment policy, which created 
a favourable investment climate, 
Japanese direct investment in Canada 
has been increasing remarkably. 


The Japanese cumulative direct invest- 
ment in Canada, from 1951 up to last 
March, reached US$3.23 billion, and it 
is amazing to note that almost half of 
that amount was placed during the last 
three years. According to statistics from 
Investment Canada, in these years, the 
amount of Japanese direct investment is 
approximately 4% of total foreign invest- 
ment in Canada, which is the third 
largest share next to the U.S. (62%) and 
the U.K. (10%). 


In the field of science and technology 
co-operation, both countries signed “The 
Agreement on Co-operation in Science 
and Technology” in May 1986, and in 
only three years since then, various 
co-operative activities have been 
initiated on more than 60 themes. In 
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addition, in January last year, Prime 
Ministers of both countries agreed to 
launch a joint “Complementarity Study 
in the Field of Science and Technology” 
in order to identify possible future areas 
and ways of co-operation. I am very 
pleased to comment that the final report 
of this study was submitted to the respec- 
tive Prime Ministers last June and will 
be implemented for further strengthen- 
ing of our mutual co-operation in this 
field. 


Furthermore, since 1985 both govern- 
ments have conducted a series of 
consultations on industrial co-operation, 
the purpose of which was to encourage 
investment and technology transfer 
between the two countries. Initially, 
these consultations focused on three 
specific industrial areas: fine ceramics, 
robotics and microelectronics. However, 
due to the fruitfulness of our mutual 
co-operation, the scope of the consult- 
ations has now been expanded to such 
areas as aerospace, bio-industry, and en- 
vironment protection. 


Concerning industrial co-operation, I 
must also add that the Department of 
Regional and Industrial Expansion (now, 


60°" ANNIVERSARY 


In Japan, a 60th 
Anniversary 1s 
called “Kanreki” 
and carries a spe- 
cial meaning — in 
the Japanese 
zodiac, 60 years is 
a complete cycle 
and brings one 
back to the ori- 
ginal starting 
point for a new 
and revitalized 
round of life. 


oo 


Industry, Science and Technology 
Canada) has signed “Letters of Under- 
standing” with leading Japanese trading 
firms as well as the EXIM Bank of 
Japan, in order to achieve collaboration 
in various areas including the creation of 
joint ventures, various co-operative over- 
seas projects and expansion of export to 
Japan. I highly value such a unique and 
positive initiative on the part of the 
Canadian government. 


Investment 


As indicated earlier, Japanese direct 
investment in Canada has increased 
remarkably in recent years. However, 
Japanese direct investment is expanding 
all over the world and the Canadian 
share in the total Japanese direct invest- 
ment abroad remains at less than 2%, 
and even shows a slight decline. If we 
take into account the fact that the U.S. 
share has reached almost 40% and that 
the size of the U.S. economy as well as 
Japan—U.S. economic relations is 
10 times larger than that of Canada, I 
would not be surprised if the Canadian 
share in Japanese foreign direct invest- 
ment increases significantly — say, to 
around 4%. 


The resources sector traditionally 
accounted for a large share of Japanese 
investment in Canada. However, we 
note with pleasure that investment has 
recently increased in automobiles, auto 
parts, electrical equipment, pulp and 
paper, tourism, as well as in such high- 
tech areas as mobile satellite telecom- 
munications, laser equipment and 
computer software. We expect and 
encourage more such diversified 
Japanese investment in Canada. I am 
sure that such expectations are not im- 
practicable if we take into account the 
recent developments in bilateral science 
and technology co-operations and 
industrial co-operations as well as the 
positive impact which the Canada—U:S. 
Free Trade Agreement (FTA) might 
create through the unification of the 
North American market. (p. 7) > 


DAISHOWA (Cont'd from p. 1) 


decision to create the greenfield 
bleached kraft pulp mill,” says Mr. Tom 
Hamaoka, Vice-President and General 
Manager of Daishowa Canada Co. Ltd. 


Scheduled for start-up in July 1990, 
the mill incorporates the latest technol- 
ogy, especially for environmental protec- 
tion, and will pioneer the utilization of 
hardwoods, notably aspen and balsam 
poplar. Annual sales revenues are ex- 
pected to be in the range of $220 million 
from buyers in the Pacific Rim, North 
America and Europe. When fully opera- 
tional, the pulp mill will employ 300 
people; another 300 are expected to find 
jobs with independent contractors in the 
woodlands. 


Eastern Canada 


Daishowa Forest Products Ltd. 
(formerly Reed’s North American Paper 
Group), is Daishowa’s newest subsidiary 
in Canada, producing newsprint, paper- 
board, sulphite pulp, lumber and packag- 
ing. The primary market is in North 
America, but substantial volumes are 
also exported to Europe, South America 
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and the Far East. Employing about 2,300 
people, its annual sales are currently 
$435 million. 


A new thermo-mechanical pulp mill 
capable of producing 600 tonnes per day 
is in the start-up phase at the company’s 
Quebec City complex. While this caps a 
$146 million capital spending program 
that began in mid-1987, studies are 


Peace River, Alberta pulp mill under construction. Inset: Tom Hamaoka, Vice-President & 
General Manager, Daishowa Canada Co. Ltd. (Courtesy of Daishowa) 


Daishowa’s Quebec mill complex. Inset: Koichi Kitagawa, President & CEO, 
Daishowa Forest Products Ltd. (Courtesy of Daishowa) 


already under way for additional im- 
provements including expansion of the 
mill, the possible installation of another 
paper machine and a paper de-inking 
facility. Also under active study is the 
construction of a hardwood bleached 
kraft mill near Quebec City or in the 
Maniwaki region of Quebec. 


“Eastern Canada is a logical location 
for Daishowa because it opens the way 
to nearby markets in the United States 
well as those in Europe,” says Mr. 
Koichi Kitagawa, President and Chief 
Executive Officer of Daishowa Forest 
Products Ltd. “The outstanding charac- 
teristics of the fibre available from the 
black spruce forests of Quebec enable 
Daishowa to maintain its reputation for 
premium quality paper products.” 


With nearly 20 years experience in 
Canada through joint ventures, 
Daishowa added to its profile as a 
Canadian corporate citizen in 1988 
when it became a proud shareholder in 
the Quebec Nordiques hockey team. 
When Quebec City residents feared the 
loss of their home team, Daishowa 
Forest Products Ltd. joined in partner- 
ship with several other Quebec com- 
panies to acquire the team. 


— by Réjean Lemieux, Investment 
Canada 


INTERVIEW: MICHAEL HOWARD 


Michael Howard served at the 
Canadian Embassy in Tokyo as Special 
Adviser (Investment) from 1986 to 1989. 
In this capacity he developed the 
Embassy’s strategy for promoting and 
encouraging Japanese direct investment 
in Canada. In this interview Howard 
discusses the insights he gained into 
Japanese business practices and interna- 
tional investment strategies. 


As Investment Canada’s first invest- 
ment counsellor in Tokyo what was the 
biggest hurdle you had to overcome? 


The Japanese knew the U.S.A. very 
well as an investment location, but there 
were some fundamental image problems 
for Canada, or lack of image, that we 
had to deal with. Before we could talk in 
a detailed way about Canada’s industrial 
environment, and our comparative ad- 
vantages with the United States, we had 
to demolish the image that we were 
snowbound 12 months of the year. 


We didn’t find this problem with the 
international companies such as Mitsui, 
Toyota and Daishowa; they obviously 
knew Canada. But for the large domestic 
companies — which are enormous from 
our viewpoint — we first had to deal 
with these images. On the other hand, 
part of the job that did work out as I had 
envisaged was the progress we made 
with the investment intermediaries, 
banks and trading companies. 


Is this when you developed the out- 
reach program? 


Yes. The premise of the outreach pro- 
gram was that we needed lots of help in 
Japan to get our minds around marketing 
ourselves to six million companies on an 
individual basis — how we would find 
them, how we would select them, how 
we would approach them, and how we 
would get over the cultural hurdles in 
getting their confidence, etc. The job 
was unmanageable unless we had the 
leverage, and the banks and the trading 
companies have that leverage. So we 
said, if we can get them on our team, 
show them it’s in their commercial self- 


interest to work with us, we will make 
progress. And we made progress. 


There are many examples of invest- 
ments that were facilitated with the help 
of banks and trading companies. We 
used them as vehicles for sectorally- 
oriented promotional programs, focusing 
on sectors that the Canadian govern- 
ment, broadly speaking, had agreed 
were high priority for Canada. We also 
had collaboration on some of our market- 
ing programs. For example, a free trade 
brochure was produced in Japanese, and 
co-financed by the banks and trading 
companies, who dedicated versions for 
their own client bases. 


What sectors do you feel are most 
promising? 


I think we can make a legitimate case 
for attracting Japanese investment in bio- 
technology, auto parts, the health care 
field, information technology, pulp and 
paper, two by four housing, furniture 
and food. And I can build strategic argu- 
ments for these. For example, the Japa- 
nese are rapidly increasing their taste for 
international food. By 1991 you will be 
able to import beef into their markets, 
and the Japanese have a natural interest 
in investing in foreign markets to lock in 
the flow of food products back to Japan. 
Look at the massive investments Japan 
is making in the U.S. beef industry, from 
cattle ranches to meat packing plants. 
They are doing so not because they want 
to sell beef in America, but because they 
see a tremendous market in Japan. 


Can you describe Japanese investment 
strategies? 


Japanese investors come to Canada for 
three strategic reasons. One, they want 
secure access to a market. The best ex- 
amples are the car companies. The 
automotive plant assemblers put their 
plants up in Canada because they 
wanted to solidify their hold on the 
market position they had established ear- 
lier through distribution. They had sold 
their cars in North America which they 
had shipped over from Japan, and they 
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saw that putting up a plant and building 
the cars here would be a way of securing. 
that market position. 


The second type of investment is for 
acquiring products that are needed back 
in Japan. For example, the steel 
companies’ investments in coal mines in 
western Canada were made in order to 
bring back the coal to Japan and use it to 
make steel. So that’s a strategic decision. 


A third strategy is for securing or ac- 
quiring technology, and the Japanese see 
investment as a means of getting that 
technology. They don’t invest for profit, 
although they expect profits down the 
road. If you can’t convince the Japanese 
that it is in their strategic interests — not 
financial, but strategic — to make the in- 
vestment, then you’re wasting your time. 


What is the most important advice you 
would offer to Canadian business 
people? 


Do your homework. Too many people 
send over a one-page letter saying, “I’m 
in this business, I want to expand, and I 
need $2 million, can you help me find a 
Japanese investor?” I have to send it 
back and say, “What about a business 
plan?” I’m not going to approach a Japa- 
nese investor and embarrass myself, be- 
cause he’s going to ask a hundred ques- 
tions that I don’t know the answers to. 
The Japanese need to be shown specific 
investment opportunities, so make the ef- 
fort to develop your case for investment 
from Japan. I cannot (p.8) > 
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The strength and importance of 
Japan’s economic power has been grow- 
ing steadily for some 20 years. However, 
with the sudden strengthening of the yen 
in 1986, Japan’s economic strength took 
a dramatic quantum leap. This, in com- 
bination with a number of economic 
initiatives by the Canadian government, 
increased Japan’s importance as a source 
of direct foreign investment for Canada. 


For example, by 1986, the new Invest- 
ment Canada Act, designed to promote 
instead of regulate foreign investment, 
was in its first full year of implementa- 
tion. Japan was also included in the 
government initiative to hire private sec- 
tor investment advisers to assist 
Embassy investment programs in key 
markets, which provided the resources 
and greater opportunity to carry out 
major promotional activities. 


In promoting Canada as an investment 
location during the past three years, 
Investment Canada faced a large chal- 
lenge. The majority of Japanese who 
knew Canada were aware of its rich 
resources, its remarkable tourist attrac- 
tions, and were highly impressed with its 
trading relationship with the United 
States. They were not as aware, how- 
ever, of its industrial strengths, skilled 
labour force, transportation networks, 
technological accomplishments, and so 
many other factors that make Canada an 
attractive investment location. They 
were also not widely aware of the 
government’s policy of actively en- 


_ couraging foreign investment into 


Canada. Specifically, many Japanese 
thought that the Foreign Investment 
Review Agency still existed in Canada. 


To improve this position the invest- 
ment promotion program over the next 
three years had to be aggressive. The 
task, both in the Embassy in Tokyo and 
the Consulate General in Osaka, was to 
raise the profile of Canada in Japan as 
an investment location. Our program. in 
partnership with the Canadian public 
and private sectors, had a number of 
major elements: 


* to develop solid business relationships 
with key Japanese banks and trading 
companies, and through those relation- 
ships present Canadian investment 
opportunities to their clients and 
associates; 


to get Japanese investment decision- 
makers to Canada. Over the past three 
years the Embassy has organized about 
40 trips for Japanese individuals or 
groups to review potential investments 
in Canada; 


Artist’s model of the new Canadian Embassy in Tokyo, close 
to the Imperial Palace. Construction began in early 1989, 
with the chancery scheduled to be completed in March 1991, 
and the permanent housing in October 1992. The principal 
architect for the project is Raymond Moriyama of Toronto. 
(Courtesy of External Affairs and International Trade 
Canada) 


to get Canadian business people to 
Japan, to present their expertise and 
their investment opportunities. There 
have been about 175 such visits to 
Japan; 


to hold seminars reaching as many key 
Japanese business people as possible. 
The Embassy has held over 35 invest- 
ment seminars, directly reaching over 
2,000 Japanese decision-makers; 


* to mail informative literature to 
Japanese business people concerning 
important aspects of Canada’s invest- 
ment climate. We have mailed, to a 
targeted audience, over 53,000 pieces 
of information, the vast majority of 
which was in Japanese. 


The results are significant. According 
to Japan’s Ministry of Finance, Japanese 
direct investment flowing into Canada 
during 1985-86 amounted to US$100 
million, with 41 registered investments. 
During 1988-89, it increased to US$626 
million, with 109 
registered investments, 
showing a marked in- 
crease, both in value and 
number, over 1986. 


What is Japan invest- 
ing in, and where? Over 
40% of Japan’s invest- 
ment in Canada has gone 
into natural resource 
development. More 
recently, there have been 
some very large invest- 
ments in Alberta and 
Quebec in the pulp and 
paper sector by such 
major Japanese firms as 
Oji Paper and Daishowa 
Paper. Investment in mer- 
chandising and distribu- 
tion outlets has ac- 
counted for about 25%. 
Manufacturing has at- 
tracted about 20%. The 
automotive industry in 
Ontario has seen some 
major investments in as- 
sembly plants by Honda, 
Suzuki and Toyota. This in turn has 
spawned further investments by 
Japanese suppliers to these plants. 


Other examples of important Japanese 
investments in Canada are Mitsui and 
Company’s investment in Moli Energy 
in British Columbia to produce lithium 
batteries, Sumitomo Heavy Industries’ 
investment in Lumonics of (p. 8) » 
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INTERVIEW: CHARLES McMILLAN 


Dr. Charles McMillan is professor (on 
leave) at York University’s Faculty of Ad- 
ministrative Studies. From 1983 to 1987 
he was senior policy adviser to Prime 
Minister Mulroney, specializing in trade 
and investment policy, science and tech- 
nology, energy accords, regional deve- 
lopment, financial services and Cana- 
dian policy in the Pacific Rim. 


What are the three most important 
realistic strategies the Canadian 
government and businesses should be 
implementing to increase awareness 
about Canada within the Japanese busi- 
ness community? 


From the government point of view it 
is fundamental that senior ministers, the 
Deputy Prime Minister, the Minister of 
International Trade, the Minister of 
Finance and the Minister of Industry, 
Science and Technology Canada, visit 
Japan. Canada and Japan will learn from 
one another when the top officials in 
each country meet and discuss mutual 
problems. 


Second, with regard to the private 
sector, the Japanese are sending their 
second mission to Canada this fall (the 


The stock* of foreign direct invest- 
ment (FDI) in Canada at the end of 
1988 totalled an estimated $110.3 bil- 
lion, an increase of 10% over the pre- 
vious year and double the $54.3 billion 
at the end of 1979. While the United 
States remains by far the single largest 
source of FDI in Canada, through the 
1980s there have been some notable 
shifts in the proportion of the total stock 
of FDI by country of ownership. 


At year-end 1980, the stock of FDI 
in Canada held by U.S. investors was 
valued at $48.7 billion and accounted 
for 78.9% of the total. By the end of 
1988, that value had increased 56.7% to 
an estimated $76.3 billion but dropped 
as a proportion of the total stock of 
FDI, to 69.2%. Direct investment from 


first was the Kanao Mission of 1986), 
but where are the Canadians? Why 
haven’t we sent over our own? In my 
view, senior business people in Canada, 
for example the Business Council on 
National Issues (BCNI), should be lead- 
ing their own mission to Japan, particu- 
larly to contact those small and medium- 
sized Japanese companies, which in our 
terms are huge and which house so 
much technology and surplus capital. 


Third, Canada must somehow devote 
more resources to studying the Japanese 
market. Whether we do it through 
private sector or public sector working 
together, through more trade associa- 
tions and companies establishing offices 
in Tokyo or Osaka, or through some new 
arrangements because of the cost of 
doing business in Japan, those are simp- 
ly tactical things. We must bear in mind 
that over 40 U.S. states have their own 
offices in Tokyo. 


How do you see the Free Trade Agree- 
ment affecting the relationship between 
Canada, Japan and the United States? 


My view of the free trade agreement is 
that it definitely helps to attract Japanese 
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European and Asian countries has pick- 
ed up the slack. 


The United Kingdom, Canada’s 
second most important investment part- 
ner, has seen its share of the total stock 
of FDI in Canada increase from 8.6% at 
the end of 1980 to an estimated 12.4% 
at the end of 1988. This represents a 
more than doubling of the stock value 
of U.K. investment in Canada, from 
$5.3 billion in 1980 to an estimated 
$13.7 billion by the end of 1988. How- 
ever, investments from Asian countries 
have been growing even faster, al- 
though measured from smaller base 
values. 


The value of direct investment from 
Hong Kong increased over 15 times 
between 1980 and 1988, from $51 mil- 
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companies into Canada. It gives a more 
level playing field, and it means that a 
lot of Canadian advantages, such as 
availability of raw materials, working 
environment, cheaper energy, the social 
climate and the favourable attitude 
towards the Japanese, are very positive 
for Japanese investors. But bearing in 
mind the huge trade imbalance between 
the U.S. and Japan, the Japanese are 
going to go to the United States, and the 
bottom line is that Canada will just have 
to try harder to earn its share of incom- 
ing Japanese investment. 


— by Lillian Rukas, Investment Canada 


lion to an estimated $800 million, but 
still accounting for less than 1% of the 
total FDI. Hong Kong’s share of total 


FDI in Canada has increased from 0.1% © 


in 1980 to 0.7% in 1988. 


Direct investment from Japan has 
grown more than five times in the same 
period, from $600 million to an esti- 
mated $3.1 billion. Its share of total 


FDI has risen from 1% in 1980 to 2.8% — 


in 1988. 


— by J. William Galbraith, Investment 
Canada 


* “Stock” represents the book value, at a 
point in time ( “year-end” for this data), of 
long-term capital (long-term debt, and 
equity, including retained earnings) 
owned by a foreign investor in a Canadian 
business, giving influence in the manage- 
ment of the business. 
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: MCMILLAN OFFERS RECOMMENDATIONS: 


In Bridge Across the Pacific: 

_ Canada and Japan i in the 19905, 

Dr McMillan stated : ‘The 

J apanese presence in Canada is 

here i in strength, and it is grow- 

ing. The weakness in the 

‘bilateral relationship i is in the - 

2 Canadian presence in Japan.” He © 
- offered the HE recommen- 

"dations: 


bis Associations 


__ Our industry associations should 
be strengthened sector by sector 
_ to develop detailed co-operation 
__with their Japanese counterparts, 
especially on such topics as 
market access, technology trans- 
_ fer, third country marketing and 
| joint ventures. They must also 
| develop and cultivate a presence 
injapan, 


| 2. Japanese Language Training 


a Federal and provincial govern- 
ments should commit substantial 
resources to education, language 
training and work exchange for 
Canadian students with specific 
targets to increase the number of 
2 Canadians learning J Re 


Po. Long-Term Planning 


3) apan’s research institutes, invest- 
ment and financial houses, 
government and private think 
tanks all invest heavily in long- 
term planning. Canada has no 
equivalent approach. Canadian 

researchers should undertake a 
long-term project on bilateral 

| co-operation, not just in industry, 
technology and economic resour- 
ces, but also in new areas where 
Japanese interest is high (human 
biology and ageing, robotics and 


artificial intelligence, computer 
translation, marine manufac- 

_ turing and biotechnology), and 
where Canadian skills and inter- 
est are high (Arctic development, 
satellite sensing, environmental 
protection, educational broad- 
casting and transportation in- 
frastructure). 


4. Joint Research 


Canada and Japan each has a 
major vested interest in state-of- 
the-art distribution — Canada 
because of a small population in 
a large country, Japan because of 
overcrowding and distant 
markets. Technology is creating 
a revolution in the logistics of 
manufacturing and distribution, 
affecting everything from super- 
market location to point-of-sale 
software and sourcing. Virtually 
no joint research exists nor are 
there many serious technology 
agreements between the two 
countries. 


5. Research & Development 


Japan, which is producing a 
rising share of the world’s stock 
of knowledge, organizes its 
science efforts to use and deve- 
lop the 96% of world knowledge 
it imports. Japan’s government 
helps to organize and subsidize 
large R & D consortia to develop 
basic technologies and then lets 
companies on their own convert 
the technologies to commercial 
applications. Canada, which 
produces less than two per cent 
of the world’s stock of know- 
ledge, should study and apply 
this approach with a vengeance. 
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In this regard, I would also like to 
comment on the visit of the “Japanese In- 
vestment Study Mission” jointly sent by 
the Government of Japan and Keidanren 
(Japan Federation of Economic Organ- 
izations), from October 22nd until 
November 2nd of this year. 


The main purpose of this mission is to 
investigate the investment climate in 
Canada, especially after the implementa- 
tion of the FTA. It is my impression that, 
among Japanese business people, there 
exists some apprehension and lack of un- 
derstanding on the investment climate in 
Canada, and on the FTA. Therefore, I 
believe the visit of this mission will pro- 
vide an excellent opportunity for Canada 
to convince Japanese business people of 
the attractiveness of Canada and of the 
positive effects of the FTA. 


It is my sincere hope that frank discus- 
sions between the Japanese mission and 
federal and provincial government repre- 
sentatives, as well as private sector busi- 
ness people will contribute toward fur- 
ther strengthening and diversification of 
our investment relations, which will also 
promote the creation of a hortzontal sup- 
plementary trade relationship. 


New Challenges and 
Opportunities 


Canada and Japan share important 
roles in the world economy. Both have 
abundant opportunities to seize, and 
great challenges to meet for the enhance- 
ment of our bilateral relations and for 
the steady development of the world 
economy. Accordingly, I would like to 
reiterate once again my sincere hope that 
this “Kanreki” year will mark a new 
beginning towards a more mature 
partnership between our two countries 
through the efforts and collaboration of 
all concerned. 


— by Hiroshi Kitamura, Ambassador of 
Japan 
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Ontario, and C. Itoh’s participation with 
Japanese partners in joining Telesat 
Canada to form Telesat Mobile Inc. 


Geographically, Japanese direct invest- 
ment is concentrated in Ontario and 
British Columbia, creating about 10,000 
directly-related jobs, and representing 
75% of the total Japanese investment in 
Canada. 


While it would be easy to conclude 
that Canada is doing well in attracting 
Japanese interest, we must consider that 
we receive only 2% of Japan’s total 
direct foreign investment. The United 
States receives approximately 45%. 
There is much to be done to improve our 
market share and Canada’s free trade 
agreement with the United States will 
assist us in this objective. 


The Embassy will continue in 1989-90 
with promotion techniques that have 
proven to be successful. We will con- 
tinue Japanese missions to Canada and 
Canadian missions to Japan, but will 
focus on specific industry sectors and in- 
vestment opportunities. One example is 
the Japanese Investment Study Mission 
coming to Canada this fall which will 
focus the attention of a large number 
of leading Japanese industry repre- 
sentatives on certain Canadian industry 
sectors. We will continue holding semi- 
nars, but will be more specific in terms 
of Canadian industry sector or invest- 
ment subject, and we intend to increase 
the Embassy’s corporate liaison pro- 


Erratum 


Our apologies for the error which 
appeared on page one of our summer 
issue, Vol. 3, No. 1. Alberta’s gross 
domestic product (GDP) should have 
read $63 billion. 
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gram. Canada is in a position to make 
the case to Japanese firms, by sector, of 
the benefits of Canadian locations over 
U.S. locations. 


The free trade agreement is central in 
allowing us to make clear and convinc- 
ing arguments, for example, of lower 
production costs in serving the entire 
North American market. With the help 
of many Canadian partners and 
Canadian business people we will be 
making this case to Japanese companies. 
The effort required is large, but the 
potential for increased investment is 
significant. 


— by Brian Wilkin, Canadian Embassy, 
Tokyo 


Provincial Offices in Tokyo 


| 


Government of Alberta, 
Akasaka Oji Building, 8F, 
8-1-22 Akasaka, Minato-Ku, 
Tokyo 107, Japan. 

Tel: 03-475-1171 

Fax: 03-470-3939 


Government of British Columbia, 
No. 8 Yoshida Building, 3F, 
27-26, Minami Aoyama 2-Chome, 
Minato-ku, . 

Tokyo 107, Japan. 

Tel: 03-408-6171 

Fax: 03-408-6340 


Government of Ontario, 

World Trade Centre Bldg., Room 1219, 
2-4-1 Hamamatsucho, Minato-Ku, 
Tokyo 105, Japan. 

Tel: 03-436-4355 

Fax: 03-436-2735 


Government of Quebec, 
Kojimachi Hiraoka Bldg., SF, 
1-3 Kojimachi, Chiyoda-Ku, 
Tokyo 100, Japan. 

Tel: 03-239-5137 

Fax: 03-239-5140 
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overemphasize the need for personal 
relationships with senior Japanese 
people to form a foundation for sub- 
sequent results. The Japanese need to 
have personal relationships, which un- 
derly their lives far more than here. Too 
seldom did we see a commitment by 
senior people to visit on a regular basis 
and see the same people over and over 
again to build a friendship. The 
Americans have done it at the state 
level, we haven’t, and we probably have 
missed some opportunities because of it. 


What about industrial incentive 
programs to attract Japanese 
investment? 


I don’t think that, by and large, many 
Japanese investors come to Canada be- 
cause of some program that is being 
offered. The fundamental economics of 
the investment and their strategies bring 
them here. They want the market. One 
problem with Canadian industrial incen- 
tive programs is they are not transparent. 
The Americans publish their rebate and 
incentive schemes while Canadian 
governments offer a more open-ended 
approach, relying more on negotiations 
with individual companies. 


What long-term effects do you see for 
Canada vis-a-vis Japan now that the 
Free Trade Agreement is in place? 


I think it will increase Japanese invest- 
ment in Canada. Part of it will be the en- 
hanced attraction of Canada since the 
FTA essentially has made North Amer- 
ica one market, and we are as logical a 
place to invest in as Florida or Oregon. 
The other part of it will be the people fol- 
lowing other Japanese investors into the 
market — one big investment acts like a 
seed and everybody goes where their 
competition is going. The toughest in- 
vestment to get is the first. 


— by Lillian Rukas, Investment Canada 
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INVESTMENT DEVELOPMENT 


This issue of Investing in Canada describes to potential investors and investment in- 
termediaries the various economic sectors the provinces and territories are promoting, 
and actual investments that are being made; this is a continuation of the subject we 
began in our summer 1989 issue. As well, we have an article by Mr. Soo Gil Park, 
Ambassador of the Republic of Korea, delineating Korean investment in Canada. 
Korea has a relatively small share of Canada’s foreign direct investment, but it is on 
the increase as Korea's rapidly-growing economy emerges on the world scene. And for 
business people who are seriously considering the merits of a joint venture, this month 
we are weighing the pros and cons of this type of business arrangement in a feature 
article entitled, Joint Ventures: How to Make Them Work. 


BRITISH COLUMBIA 


Canadian and Korean business people met in Vancouver November 22-24 for the 
8th Joint Meeting of the Canada-Korea/Korea-Canada Business Councils. The coun- 
cils aim to improve their members’ knowledge of the respective economies, cultures, 
business systems and industrial capabilities to increase bilateral trade and promote in- 
creased joint investments and technology transfers between the two countries. ( D. 6) > 


CANADA e KOREA: 
INVESTMENT TRENDS 


The following article was written for 
Investing in Canada by the Ambassador 
of the Republic of Korea, His Excel- 
lency, Mr. Soo Gil Park. 


The steady growth of the Korean - 
economy in the 1970s and 1980s, and 
the country’s self-confidence in manag- 
ing the external debt — which at one 
point reached US$46.8 billion in 1985, 
or 56% of GNP that year — led toa 
policy shift toward liberalizing Korean 
investment in foreign countries. 


Recently, Korean business people 
have become more interested in over- 
seas investment and see the multi- 
nationalization and diversification of 
their business operations as an effective 
means by which to adapt to the ever- 
changing global economic situation. To 
encourage Overseas investment, the 
Korean government has strengthened a 
number of financial, insurance and tax 
incentives. (p. 2) > 


INSIDE THIS ISSUE 


Overview of Korean Investments _p. 3 


Joint Ventures: 


How to Make Them Work p.4 
Provincial Investment 

Development (cont’d) p.6 
List of Provincial Contacts p.8 
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INVESTING IN CANADA 


His Excellency, Mr. Soo Gil Park, 
Ambassador of the Republic of Korea 


Korea’s overseas direct investment 
last year amounted to US$213 million, 
representing a decline from the previous 
year’s considerable increase. However, 
this year the trend is clearly on the rise 
again. Overseas direct investment in the 
first half of 1989 jumped 115% over the 


same period last year, to US$181 million. 


This upswing can be attributed to such 
factors as the relative stabilization of the 
Korean currency after rapid appreciation 
through late 1987 and 1988 (the Korean 
won appreciated by 8.7% and 15.8% in 
1987 and 1988 respectively, yet has 
slowed down to 2.6% as of the first half 
of 1989); the soaring domestic cost of 
labour; and growing trade protectionism 
abroad. 


Korea’s overseas investment in the 
late 1970s and early 1980s focused on 
the resource development sector with a 
view to securing a stable supply of 
natural resources. Development projects 
in coal and iron ore mining, pulp and 
lumber were notable areas in this regard. 
In recent years, however, there has been 
a surge toward the manufacturing 
sectors. 


CANADA e KOREA: Investment Trends (Cont'd from p. 1) 


Investment in Canada 


Korean investment in Canada has 
followed a similar pattern: coal and 
uranium mine development as a primary 
stage in the early 1980s giving way to 
the manufacturing sector in later stages 
such as Hyundai’s automobile plant in 
Bromont, Quebec, and the aluminum 
wheel plant in Newmarket, Ontario. 


Other notable Korean activities 
include the purchase, by the Sammi 
Group of Korea, of four Rio Algom steel 
plants, and the Hanyang Chemical 
Corporation’s PVC window frame plant 
being built in St. John’s, Newfoundland. 
These investments are intended to serve 
the Canadian as well as the U.S. 
markets. Hence, it seems apparent that 
the Canada-U.S. Free Trade Agreement 
is a key factor in promoting Korean in- 
vestment in Canada. 


By June 30, 1989, Korea’s total net 
cumulative overseas investment had 
amounted to US$1.2 billion, with 
Canada accounting for 8.2%, or some 
US$96 million.© The total project value 
of Korean investment in Canada to date 
amounts to approximately $800 million. 
After the U.S. and Indonesia, Canada is 
the third largest recipient of Korean over- 
seas investment. 


Due to the fact that last year’s cumula- 
tive amount of US$1.1 billion represents 
only 0.7% of Korea’s GNP in 1988, 
Korea’s overseas investment will con- 
tinue to grow, and Canada will continue 
to be a primary destination for Korean 
overseas investment as our two 
countries seem naturally destined for 
partnership. In this respect, I hope to see 
the investment flow from Canada 
increase further from the current modest 
figure as the economic conditions for 
foreign investment in Korea become 
more favourable. 


Trade Relations 


In terms of our trade relations, last 
year we recorded a mutual trade volume 
of $3.6 billion, making Korea and 
Canada each other’s fifth largest trading 
partners. During the first half of 1989, 
Korean imports from Canada have risen 
a substantial 48.2%, while exports to 
Canada are up by 12.1%, thus narrowing 
Korea’s trade surplus with Canada to 
$80 million from nearly $300 million 
during the same period last year. In a 
long-term perspective, I believe that our 
two-way trade volume might reach as 
much as $6 billion over the next four or 
five years. 


Our two countries enjoyed a long his- 
tory of friendship and co-operation well 
before any significant signs of economic 
exchanges emerged. Hence, I am confi- 
dent that these bonds will be even fur- 
ther strengthened in tandem with ever- 
increasing economic relations. 


Canada has been blessed with an abun- 
dance of rich natural resources and with 
people who have nurtured and refined 
their gifts with great care and prowess. 
This is no more evident than to the 
people of Korea who regard Canada as 
an excellent partner, not only because of 
the extremely successful society it repre- 
sents, but also due to the complementary 
nature of our respective strengths. 


— Mr. Soo Gil Park, Ambassador of the 
Republic of Korea 


© Korean direct investment is based on 
international balance of payment cal- 
culations. The total value of the 
projects cited in this article exceeds 
this amount because it includes money 
financed in international and local 
markets, which includes government 
grants. 


INVESTING IN CANADA 


OVERVIEW OF KOREAN INVESTMENTS IN CANADA 


In the last 35 years, the Republic of 
Korea transformed itself from a war 
ravaged country into the tenth largest 
trading nation in the world in 1988, and 
ranks among the 15 largest economies. 
By the year 2000, it is expected that 
Korea, and most other Pacific Rim 
countries, will outperform the 
economies of the OECD nations. 


Growing trade surpluses, mounting 
trade friction with the U.S., a strengthen- 
ing won, and rising domestic labour 
costs have generated considerable pres- 
sures on the Korean government to 
liberalize domestic markets and en- 
courage offshore investment. Canada is 
benefiting from Korean investment in 
areas such as pulp mills, coal and 
uranium mines, specialty steel manufac- 
turing, automobiles and parts, banking 
and trading. 


Korean investment in Canada is cur- 
rently estimated at 0.1% of total foreign 
investment in Canada. Canada is the 
third largest recipient of Korean invest- 
ment abroad, after the U.S.A. and 
Indonesia. Statistics Canada estimates 
that, at the end of June 1989, the total 
value of Korean investment in Canada 
stood at approximately $118 million.© 


Korean investments abroad in the 
1970s and early 1980s focused on the 


resource sector. The Shinho Group of 
Korea is investing up to $120 million in 
a new pulp mill in the Thunder Bay area, 
to be completed by 1990. It will supply 
120,000 tonnes per year of pulp, 50% of 
which will be exported to the Korean 
market. The initial investment of $30 
million should create 100 jobs. The first 
stage of the plan is now complete with 
the purchase of Kakabeka Timber Com- 
pany for $3.3 million, and a waferboard 
plant and land owned by MacMillan 
Bloedel. And in June 1989, Sammi Steel 
purchased Atlas Steel from Rio Algom 
for $250 million and plans to spend 
another $200 million for expansion of 
one of the plants in either Quebec or 
Ontario. 


However, the latter part of the 80s has 
seen increased interest in the manufactur- 
ing sector. Notable investments in this 
area include Hyundai’s 1987 construc- 
tion of an $18 million head office and 
distribution centre in Markham, Ontario, 
a $20 million automobile aluminum 
wheel manufacturing plant in New- 
market, Ontario, which has been opera- 
tional since February 1989, and a $350 
million automobile plant in Bromont, 
Quebec. 


During the official opening of the 
Bromont plant, on July 4, 1989, 


Hyundai’s state-of-the-art assembly line, Bromont plant, Québec 
(Courtesy of Hyundai) 


Mr. Chung Ju- Yung, President of the 
Hyundai Group, announced that a $121 
million plant would be built in Bromont, 
adjacent to the current plant, to manufac- 
ture chassis parts. Construction started 
this summer, with a target of October 
1990 to begin operations. The Quebec 
government will provide $5 million in 
subsidies, $1 million of which will be 
for job training. At full capacity, 120 
people will be employed. 


The Bromont plant, operating since 
January 1989, is the first overseas Hyun- 
dai plant. When the plant is operating at 
full capacity by 1991, employment will 
exceed 1,200 and production will reach 
100,000 units. Easy access to the 
American market is an extra bonus to 
Hyundai Canada, given the recently 
signed deal with Chrysler Corporation. 
The deal allows Sonata sedans to be sold 
through Chrysler’s Jeep-Eagle network 
in the United States, and the first cars to 
be delivered will be 1991 models. 


In another manufacturing venture, 
Hanyang Chemical Corporation, a mem- 
ber company of Korea Explosives 
Group, signed a joint venture agreement 
in 1988 with the Canadian company 
BAE Group to invest in a greenfield 
project to build a $16.5 million PVC 
window frame plant in St. John’s, New- 
foundland. The investors anticipate sales 
in 1989 of $18 million with a doubling 
of plant capacity in the near future. 


In addition to the Korean investments 
mentioned above, there are approximate- 
ly 35 Korean companies with a presence 
in Canada. According to Rick Mann, 
Minister-Counsellor in the Canadian 
Embassy in the Republic of Korea, “The 
fact is that Korea is a full-blown, middle 
sized economy which has exploded on 
the world scene and represents both a 
market and economic partner largely 
untapped by Canada.” 


INVESTING IN CANADA 


J oint ventures — investments 
entailing shared ownership and 
decision making — are increasing in 
frequency and in strategic impor- 
tance for firms operating in interna- 
tional markets. With the rise of the 
global economy, international joint 
ventures have become critical tools 
for attaining corporate goals. A con- 
straining factor on their use, how- 
ever, has been their relatively high 
rate of failure, estimated to be 70%. 
The comments included here, we 
hope, will help increase the chances 
for success. 


The Joint Venture’s 
Life Cycle: 


Start-Up 


Despite careful planning, this 
phase will still involve the greatest 
challenge. The integration of dif- 
ferent cultures and activities, as well 
as the pressure of deadlines, will 
challenge even the best of working 
relationships. It is also important to 
keep in mind that venture start-up 
typically demands large amounts of 
cash and other inputs. The limited 
resources of a new venture can be 
strained. 


Operational 


Once the joint venture has begun, 
the parents must be able and willing 
to make compromises and adapt to 
changing circumstances. They must 
be prepared to tighten — or loosen — 
the degree of control or ownership 
structure as circumstances warrant. 


Termination 


Termination is a natural part of 
the cycle for many joint ventures. 
Termination, however, need not be 
equivalent to failure. A joint venture 
may not be successful on a commer- 
cial basis, yet it may have achieved 
its parents’ strategic objectives, 
such as promoting technology 
development. 


JOINT VENTURES: HOW TO MAKE THEM WORK 


je 


2. 


Clearly define your strategic objectives, e.g: 

©) gaining access to new skills or resources for existing markets; 
OO gaining access to new markets; 

J achieving economies of scale; 

J reducing risk of large or uncertain investments; 

© co-opting or blocking competition; 

© permitting orderly withdrawal from a business or market. 


Understand the drawbacks of forming a joint venture. 

Despite their potential benefits and the dramatic increase in their frequency and 

strategic importance, joint ventures can entail significant drawbacks: 

GO the complexity of managing a joint venture increases with the number of 
partners; 


© the formation and management can be expensive, both in terms of human and 
financial resources; 

© the failure of the venture can project a negative image to customers, suppliers, 
etC.; 

© the compromising of a parent company’s technology. 


Choose the right partner. 


Perhaps the most critical decision in attempting a joint venture is finding the right 
partner. Your choice of a partner will influence how successfully the partners will 
be able to work together and, ultimately, how effectively you will be able to imple- 
ment your joint venture strategy. It is essential that: 


J your partner is complementary to your firm; 


J your partner can supply the skills and capabilities your firm does not possess, 
but which are necessary for the venture to be economically viable, and to 
achieve each partner’s strategic objectives; 


J your partner can work effectively and efficiently with your company; 
© your partner has the financial resources to maintain the joint venture; 
J your partner and your firm understand what each desires from the joint venture. 


Determine ownership and control of the venture. 


There are typically two ownership alternatives, majority/minority (one partner has 
over 50% of the venture’s equity) or equal ownership. 
a) advantages of majority/minority ownership: 
© a majority owner can exercise dominant control over the venture, allowing 
rapid decision making and avoiding costly compromises or deadlocks; 


O a majority owner can limit diffusion of technology or other knowhow to 
partners; 


© a majority ownership can enable the dominant parent to integrate the venture’s 
business into its global strategies and local operations. 
b) advantages of equal ownership: 


© equal partners are more likely to feel each shares equal commitment to the joint 
venture; 

© it helps in guaranteeing that both partners’ interests are protected; fosters con- 
sensus decision making; and forces the partners to negotiate as equals; 


© it helps in structuring the venture so each partner has control over functions 
they view as strategically important. 


Fie @ 


lbs 


a 
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The crucial objective for each parent company is to exercise control over a joint 
venture in a manner that will permit the firm to successfully implement its strategy 
without incurring a level of administrative or organizational inefficiency which out- 
weighs the gains from the venture. A parent firm may also be able to achieve its 
Strategic objectives by exercising dominant control over only a few activities of the 
venture rather than attempting to control all of the joint venture’s operations. 


Negotiate effectively. 


oo) 


a) prenegotiation activities include: 

preparing a business plan for the proposed venture; 

selecting a negotiating team with the necessary mix of company knowledge and 
negotiating skills; 

identifying and using joint venture champions from your company; 

ensuring that top management will participate in negotiations; 


conducting a thorough analysis of the proposed joint venture’s technology, 
products or services, as well as those of your firm and your prospective 
partner(s). 


b) negotiation of the agreement: 


The first step is the preparation of a Memorandum of Understanding, specifying 
the venture objectives and the means for achieving them. Once the actual negotia- 
tions begin, important considerations include: 


i) 


0 


determining ownership and control over individual activities of the joint ven- 
ture; 

undertaking a qualitative and quantitative evaluation of the partner’s asset con- 
tributions to the venture (not only financial but also contributions of intellectual 
property, including copyrights, trademarks, patented and unpatented techno- 
logy); 

determining what, if any, service contracts the joint venture will enter into with 
the parent companies; 

determining transfer prices for inputs to the venture or outputs from the venture: 
ensuring that the legal personnel preparing the agreement are knowledgeable 
and competent concerning the specific issues relevant to joint ventures (e.g. the 
leakage of technology, knowhow or proprietary resources); 

ensuring there are termination clauses in addition to a pre-set, usually renew- 
able time limit on the agreement. 


Staff and manage the joint venture. 


a) key issues: 

the venture should not become a dumping ground for mediocre personnel; 

the personnel recruited should be capable of understanding and functioning 
effectively within the different corporate and national cultures that often con- 
stitute a venture’s operating environment; 

the venture’s general manager should recognize and understand the objectives 
of each parent; possess the diplomatic skills to manage conflicts which may 
arise due to differing objectives of the parents; and feature the strength of per- 
sonality to maintain an unbiased and objective management style. 


b) parent-joint venture relationship: 


The joint venture has the best chance of performing well when it is permitted suffi- 
cient autonomy, particularly on day-to-day issues, to develop an independent spirit 
and achieve its operational objectives. But good communication links between the 
joint venture and parents are critical to avoid surprises. 


- Geoff Nimmo, Investment Canada 


Key Points: 


Joint ventures marrying corporate 
partners can be a valuable option for 
many firms, far preferable to going it 
alone. Caution, however, is essential. 


- Success or failure of a joint venture 


depends not only on a venture’s 
underlying strategic rationale, but 
also on how well the partner com- 
panies can work together. The pre- 
paratory work done before deciding 
upon a joint venture and the ongoing 
assessment of the joint venture are 
essential to prevent the joint venture 
from becoming a costly and negative 
endeavour. 


1. Clearly.define your strategic ob- 
jectives. 


2. Understand the drawbacks of 
forming a joint venture. 


3. Choose the right partner. 


4. Determine ownership and control 
of the venture. 


5. Negotiate effectively. 


6. Staff and manage the joint venture. 


This article is based on a study Invest- 
ment Canada commissioned J. Michael 
Geringer to undertake. Geringer is Assis- 
tant Professor of Policy at the School of 
Business Administration, the University 
of Western Ontario, where he teaches 
courses in business policy and interna- 
tional business. The purpose of the study 
was to provide a broad and useful set of 
guidelines for forming and managing 
joint ventures. Material for the study 
was gained through personal interviews 
with over 80 senior executives from both 
Joint ventures and their parent com- 


panies in Canada. 


INVESTING IN CANADA 


PROVINCIAL INVESTMENT DEVELOPMENT (Con d from p. 1) 


The Government of B.C. has long 
recognized the potential benefits that 
increased economic relations with Asia 
and the Pacific Rim would bring. In 
1987, the B.C. and federal governments 
jointly committed $6 million to the Asia 
Pacific Initiative to enhance B.C. as 
Canada’s Pacific Centre for trade, com- 
merce and travel. The province has also 
established a network of offices in Hong 
Kong, Korea, Singapore and Japan, and 
indirectly works with the B.C. Trade 
Office in Taiwan. These initiatives, as 
well as a close working relationship with 
the federal government, have paid off 
for British Columbia. 


Kirin Brewery Co. Ltd. of Japan, the 
world’s third-largest brewing company, 
signed an agreement with Molson 
Breweries of Canada to manufacture 
beer in Vancouver and Montreal. Most 
of Kirin’s $15 million initial capital 
investment went towards a major expan- 
sion of Molson’s Vancouver brewery. 
Production will increase 10% in the first 
year and as much as 25% in three years, 
enhancing employment security for 
Molson workers. 


(Courtesy: Government of British Columbia) 


Since 1988, YHS Fruit Concentrates 
Ltd. of Singapore has run the former 
East Chilliwack Co-operative facility 
and now plans to invest over $9 million 
in plant expansions, enabling them to 
manufacture and pack the drinks in the 
same factory. The company also plans to 
introduce a soybean milk drink for the 
Canadian and U.S. markets. 


British Columbia also has offices in 
the United Kingdom, West Germany and 
the United States. ““We’re mixing B.C. 
apples and California oranges,” was the 
slogan for the opening of the trade of- 
fice, in March 1989, in Irvine, Califor- 
nia. The state is B.C.’s second largest 
foreign trading partner after Japan, with 
two-way trade between them reaching 
close to $2 billion each year. 


YUKON 


The Government of the Yukon Ter- 
ritory is committed to the creation of an 
attractive investment climate and is cur- 
rently developing a comprehensive trade 
and investment policy. Yukon residents 
are eager to expand their economy and 
increase their self-sufficiency in the 
Canadian and world context while 
respecting the value of their natural 
environment. 


Traditional industries of mining and 
trapping are expanding into services, 
tourism, forestry, retail trade, manufac- 
turing and processing. One example of 
this trend is anew Yukon company 
called Wild Berries which has plans for 
an innovative berry processing plant and 
is seeking investment or possibly a joint 
venture. All regions of the Yukon are 
connected through an extensive road and 
air network making it easily accessible 
to the rest of Canada, the United States, 
the Pacific Rim countries and the 
European community. 


A number of foreign investors are 
taking notice of Yukon development 
projects from fisheries to high-quality 


forest products and mines. Japanese busi- 
ness expertise is at work in Yukon fish 
processing plants, providing state-of-the- 
art advice on processing salmon caviar 
for Canadian and international markets. 


While the Klondike gold rush made 
the territory famous for its gold, the 
Yukon is also known for its high-quality, 
fine grained wood and varied mineral 
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(Courtesy: Government of Yukon) 


deposits. The Chinese have helped 
develop the Wellgreen deposit near Bur- 
wash Landing which contains high con- 
centrations of rare platinum and platin- 
um group metals. Curragh Resources’ 
lead-zinc mine in Faro is one of the 
world’s largest and has attracted sub- 
stantial Australian investment. For the 
action-oriented tourists attracted to this 
magnificent wilderness, German and 
Swiss entrepreneurs are investing in 
lodges and wilderness adventure 
companies. 


The territorial government has sent 
fact-finding missions to Japan and West 
Germany, and most recently completed a 
successful mission to Sweden and Fin- 
land. The Yukon takes a proactive ap- 
proach to investment which is a far cry 
from the stereotypical isolated, remote 
territory with few opportunities for busi- 
ness ventures. 


SASKATCHEWAN 


Saskatchewan will enjoy the greatest 
growth of all the provinces in the 1990s, 
claims the Toronto Dominion Bank in 
its 1989 forecast for annual growth 
rates. Last year, non-residential invest- 
ment was $3.8 billion and is expected to 
grow to $5.1 billion by 1992. 


Saskatchwan’s positive approach 
towards development and industrial 
diversification has resulted in a healthy 
economic climate. Ease of access to the 
vast North American market is an extra 

incentive to foreign investors, now that 
the Canada-U.S. Free Trade Agreement 
is in place, and several foreign com- 
panies have recently increased their 
profile in Saskatchewan industry. 


Australian company Ralph McKay 
Ltd. has undertaken a major expansion 
of its existing Regina farm implement 
manufacturing plant, diversifying into 
specialized rail clips for the American 
and Canadian railroad markets. 


Rendamax B.V. of the Netherlands, a 
division of the Stokvis Group owned by 
Gulf International, has opened a factory 
in White City, just east of Regina. This 
joint venture with a Saskatchewan firm 
will manufacture energy-efficient com- 
nercial and industrial boilers for 
narkets throughout North America. 


_ The Japanese firm Hitachi Ltd. is also 
nterested in developing the North 
American market and, with its joint ven- 
ure partner, Marubeni Corporation, 
ecently invested $14 million in Sask- 
itoon to build the company’s first off- 
hore turbine manufacturing plant. 


In 1986, the U.S.-based forestry giant 
Veyerhaeuser invested $250 million in 
‘rince Albert to acquire and expand a 
ulp mill, and to construct one of 
vanada’s largest fine paper mills. The 
ompany is gearing up for free trade by 
ivesting a further $21 million in addi- 
onal paper processing and $25 million 
or doubling the capacity of a recently- 
cquired chemical plant in Saskatoon. 
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ONTARIO 


Over the past six years the Ontario 
economy has grown by over 40%, out- 
performing virtually all the major indus- 
trialized countries as well as most of the 
USS. states. 


Foreign interest in the province is at 
an all-time high. Ontario attracts over 
60% of the foreign direct investment 
that comes into Canada, close to $10 bil- 
lion annually. The free trade agreement 
has sparked even greater American 
investment interest in Canada and 
Ontario, and has also brought increased 
investment inquiries from Europe. 


Spinning plastic fibres, Polymer Int l Inc., 
Truro, Nova Scotia. (Courtesy: Gov't of N.S.) 


“Many European companies see Ont- 
ario as a springboard into the important 
northeastern U.S. market,” says Richard 
Howard, Manager, Europe, Middle East 
and South Asia Branch, for the Ontario 
Ministry of Industry, Trade and Technol- 
ogy. “And they feel comfortable in 
Ontario because it has a very strong 
European flavour.” 


Ontario’s booming automotive in- 
dustry spearheads much of the foreign 
investment in the province. In recent 
years General Motors has put billions of 
dollars into Autoplex in Oshawa, the 
world’s largest and most advanced car 
manufacturing facility. GM is also a 
partner with Suzuki in a $650 million 
joint venture to assemble cars in Inger- 
soll. And new automotive assembly 
plants in the province were recently 
opened by Honda and Toyota. 


Parts suppliers have found it critical 
to be near the assembly plants, resulting 
in many new investments by foreign 
autoparts suppliers. Lemmerz-Magna is 
a joint venture between Magna Interna- 
tional, Canada’s biggest autoparts 
maker, and Lemmerz-Werke of West 
Germany. The $50 million Collingwood 
plant, with 250 employees, combines 
Magna’s tooling and operations strength 
with Lemmerz’s world-class cast- 
aluminum wheel design, development 
and manufacturing technology. 


RONAL Canada is a wholly-owned 
West Germany subsidiary, best known 
as a supplier of wheels for sports cars, 
including Alfa Romeo, Audi and Opel. 
It also supplies wheels to Rolls Royce. 
RONAL/’s $15 million plant near 
Niagara Falls has 200 employees and 
produces cast-aluminum wheels for 
North American passenger cars. 


NOVA SCOTIA 


It is expected that the Canada-U.S. 
Free Trade Agreement will renew many 
historic trade and investment channels 
between Nova Scotia and New England 
and, as a result, the province’s Depart- 
ment of Industry, Trade and Technology 
has identified New England as a 
primary market for new trade and in- 
vestment sources. Over the next year, 
Nova Scotia’s famous seagoing ambas- 
sador, Bluenose II, will carry trade and 
investment envoys to ports of call 
throughout the New England States. 


The provincial government has under- 
lined the importance of fostering closer 
relationships among government and 
business and labour, and as an example, 
points to Pratt & Whitney’s manufactur- 
ing facility adjacent to the Halifax Inter- 
national Airport. In response to the 
company’s need for highly trained per- 
sonnel, Nova Scotia developed an 
automated manufacturing technology 
training centre that is now turning out 
workers equipped to tackle the challen- 
ges of today’s highly computerized and 
automated work environment. 


Michelin, already with three plants 
and 4,000 employees in the province, 
has undertaken a $500 million expan- 
sion of its Nova Scotia tire production 
facilities. The most recent expansion 
will increase the work force by 750 
people. Michelin credits the quality and 
commitment of their Nova Scotian 
employees as one of the critical reasons 
for their continued investment con- 
fidence in the province. 


Western Europe has also been targeted 
for investment missions. In a joint ven- 
ture agreement between a Swiss com- 
pany and a Nova Scotia company, 
Cellpak Aerospace of Lunenburg was 
created. Over the next five years it is 
expected that this advanced composite 
manufacturing facility will generate an- 
nual sales of $20 million and about 100 
new jobs. 


| For more information on provincial investment opportunities contact: 


BRITISH COLUMBIA 

Province of British Columbia, 

| International Business and Immigration, 
750 Pacific Boulevard South, 

| Vancouver, B.C. VOB 5E7 
Fax: (604) 660-4048 

Tel: (604) 660-3900 


NOVA SCOTIA 
Mr. Robert Baillie, Director, 
| Industrial Promotion Branch, 
Dept. of Industry, Trade and Technology, 
| P.O. Box 519, 
Halifax, Nova Scotia. B3J 2R7 
Fax: (902) 424-5739 
Tel: (902) 424-5320 


| ONTARIO (U.S. INVESTMENT) 
Mr. George Hanus, Manager Investment, 
United States & Latin America Branch, 
Government of Ontario, 
Ministry of Industry, Trade and 
Technology, 
| Sth Floor, 900 Bay Street, Hearst Block, 
Toronto, Ontario. M7A 2E1 
Fax: (416) 965-7791 
| Tel: (416) 965-5702 


ONTARIO (EUROPEAN INVESTMENT) 
Mr. Richard Howard, Manager, 
Europe, Middle East and South Asia 
Branch, 
| Fax: (416) 965-8852 
Tel: (416) 965-9710 


IN CANADA 


PRINCE EDWARD ISLAND 


Prince Edward Island is proving to be 
a place where offshore technology and 
investment can find a friendly and 
profitable home. The province has an 
abundance of raw produce from the land 
and sea which is processed locally using 
technology and investment capital from 
other parts of the world. 


The Prince Edward Island Food Tech- 
nology Centre was established in Char- 
lottetown to investigate the potential 
markets for P.E.I. food products and to 
help food processors generate new 
wealth for the island. The centre has 
assembled an international team of food 
scientists to seek out new technologies 
and adapt them to their needs. 


A recent example of a transfer of 
foreign technology is found in the joint 


PRINCE EDWARD ISLAND 

Mr. Don Baker, Executive Director, 
Business Development Division, 
PE.I. Development Agency, 

West Royalty Industrial Park, 
Charlottetown, PE. CIE 1B0 
Fax: (902) 566-4030 

Tel: (902) 368-5800 


SASKATCHEWAN 

Assistant Deputy Minister, 
Saskatchewan Trade and Investment, 
1919 Saskatchewan Drive, 

Regina, Saskatchewan. S4P 3V7 
Fax: (306) 787-2198 

Tel: (306) 787-9071 


YUKON 

Yukon Government, 

Department of Economic Development, 
Mines and Small Business, 

Box 2703, 

Whitehorse, Yukon. YIA 2C6 

Fax: (403) 668-6205 

Tel: (403 ) 667-5466 


FEDERAL 

Investment Canada, 
Investor Services Group, 
P.O. Box 2800, Station D, 
Ottawa, Ontario. KIP 6AS 
Fax: (613) 996-2575 

Tel: (613) 996-7868 


venture which created C&L Seafoods 
(Canada) Ltd. The mussel industry in 
P.E.I. wanted to introduce their ‘Island 
Blue’ mussel to the frozen seafood 
market, and the Food Technology Centre 
searched out Carlsson & Lundvall AB of 
Sweden, which had developed mussel 
freezing technology. They successfully 
tested the Swedish technique on the 
‘Island Blue’ and the result was the esta- 
blishment of the joint venture between 
Sweden and Prince Edward Island. 

C&L Seafoods (Canada) Ltd. is current- 
ly putting together a group of domestic 
and foreign investors to take advantage 
of this exciting market opportunity. 


The government of P.E.I. is ready to 
assist with identifying appropriate tech- 
nologies as well as investors, and to 
facilitate in the establishment of new 
industries to add value to the island’s 
natural resources. Interested in new 
ideas and innovative technologies, the 
province offers a generous package of 
incentives through the P.E.I. Develop- 
ment Agency, which includes financial 
assistance for job creation; an immediate 
20% to 30% cash dividend to investors 
starting up businesses in the province; 
and assistance with immigration. The 
federal Atlantic Canada Opportunities 
Agency (ACOA) also offers generous in- 
centives designed to complement those 
put in place by the Government of P.E.I. 


Investing in Canada is published quarter- 
ly by Investment Canada, the investment 
development agency of the federal govern- 
ment. The mandate of Investment Canada 
is to promote investment in Canada by _ 
both Canadians and non-Canadians, that 
contributes to economic growth and — 
employment opportunities, and that isof | 
net benefit to Canada. 


Editor-in-Chief — - Richard Bégin 
English Editor — Lillian Rukas | 
French Editor — Réjean Lemieux | 
Production — Bernard Cossais 
Publishing Assistant — Claude Mailhot | 


Investing in Canada, 
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Strategic Alliances 


Source: Northern Telecom 
By: A. Ahmad 


Corporate alliances are rapidly becoming an important new 
strategic option touching every aspect of world industry from 
small to large companies, from sunrise to sunset industries, and 
from manufacturing to services. The recent proliferation of 


alliances is having a profound effect on the structures of industries 
with significant impacts on the nature of competitive advantage in 


the 1990s. 


Over the course of this decade, a competitive advantage will be 


based increasingly not only on a firm’s internal capabilities but 
also on its arrangements and the scope of its relationships with 


other companies. Recognition of this fact is driving leading-edge 
companies to compete actively for allies, causing many experts to 


Suggest that extended alliance networks will form the industrial 
base of the next century. (p. 2) > 


Strategic alliances can be any of a 
vast array of arrangements that allow 
companies to leverage their competitive 
strengths through co-operative efforts. 
They can include joint ventures, consor- 
tia, joint product development, cross 
licensing, co-promotion, marketing and 
manufacturing arrangements, or person- 
nel and original equipment manufacturer 
(OEM) exchanges. Alliances are used to 
pool ideas and resources, keep pace with 
market changes, reduce risks, develop 
new markets, and maintain flexibility. 


The following are profiles of three 
Canadian companies that have entered 
into strategic alliances to enhance their 
competitive advantages: Vernacare 
Corporation, in the area of hospital 
human waste management; Quadra 
Logic Technologies Inc., in the develop- 
ment and commercialization of photody- 
namic drugs; and Cognos Incorporated, 
in the field of advanced applications and 
data management software. (p. 4) » 
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STRATEGIC ALLIANCES (Cont'd from p. 1) 


The drive to form strategic 
alliances is being fueled by a 
diverse set of pressures. These 
include the enormously high cost of 
technology development and com- 
mercialization, coupled with the 
recognition that products costing 
hundreds of millions of dollars to 
develop may have life spans of less 
than two years. 


Products are also becoming more 
complex, incorporating a wider 
range of technologies. So many dif- 
ferent critical technologies are 
required to develop new products 
that most companies cannot main- 
tain cutting-edge sophistication in 
all of them. The intellectual 
resources necessary to develop 
completely new generations of 
products are unlikely to be held by 
a single company. 


Finally, market structures are 
changing dramatically as exempli- 
fied by the further economic inte- 
gration of the European Economic 
Community under the Single 
European Act (1992), the creation 
of a North American market by the 
Canada/U.S. Free Trade 
Agreement, and the liberalization of 
Eastern Europe, etc. These changes 
are causing firms to explore ratio- 
nalization and reconfiguration 
options and re-examine traditional 
methods of market penetration and 
positioning. 


Surviving the 1990s 


All these factors are causing 
managers to re-evaluate the require- 
ments of corporate survival and 
competitive success in the 1990s. In 
particular, they are being forced to 
reconsider the ‘go it alone” strategy 
which has dominated the thinking 
of many North American managers. 
In today’s intensely competitive 
marketplace, few if any firms will 
have the money, technological 
scope, or international market pres- 


ence to pursue such an approach. 
While there may still be some man- 
agers who adhere to the traditional 
view that co-operation with others 
is a sign of weakness, this attitude 
is not only rapidly losing its curren- 
cy, it is becoming competitively 
dangerous. 


Firms of all sizes are resorting to 
strategic alliances to meet the new 
challenges and opportunities pre- 
sented by the current global busi- 
ness environment. For large firms, 
alliances provide a means of shar- 
ing costs and risks in the develop- 
ment of expensive, technology- 
intensive products. 


Moreover, large firms are 
increasingly entering into alliances 
with small firms to exploit their 
entrepreneurial capabilities and 
market niches. For many, alliances 
are the means to becoming multi- 
technological. 


Today, leading companies such as 
IBM, Olivetti, Philips and General 
Electric are at the centre of a dense 
web of international links. The 
world automobile industry is 
becoming criss-crossed with such 
agreements. 


Going International 


For small and medium-sized 
firms, alliances, especially with 
larger firms, are becoming impor- 
tant sources of finance as venture 
capital grows more scarce. 
Moreover, small and mid-sized 
companies are under greater com- 
petitive pressures to become more 
active players in the global econo- 
my, expanding their niches and 
market leverage. Companies of this 
size rarely have the financial or 
managerial resources to build or 
acquire subsidiaries. For them, 
alliances are rapidly becoming the 
preferred route for going interna- 
tional. 


Table 1: Major Factors/Circumstances* For 
Entering into Alliances 


Companies 
Total Small Medium Large 
BASE (in Canada) 333) 197 108 28 


Market Growth/Increased 

Sales 115 
Partner’s Knowledge/Expertise/ 
Reputation 57 
Gain Access to U.S. Market/ 
Other Market 1 
Potential for Growth/ 

Mandate/ Strategy 22 
Partner Has R&D Capability/ 
Technology 20 
Cost Savings/Required More 
Financial Resources 47 


*Excerpts of most frequently cited categories. 
Source: Directions 89/90 Survey, Ernst & Young 


Table 2: Major Benefits* Derived 
From Alliances 
Companies 


Total Small Medium Large 
BASE (in Canada) 335 197 108 28 


Growth Di 29 19 
Increased Profits/ 

Decreased Expenses 26 
Acquired Knowledge/Tech./ 
Experience/Credibility 22 
New/Improved Products 

(Mfg. by Company) 13 
Increased Sales/Market Share 113 69 
Access to Foreign Market 28 17 


*Excerpts of most frequently cited categories. 
Source: Directions 89/90 Survey, Ernst & Young 


Table 3: Major Problems* Resulting 
From Alliances 
Companies 
Total Small Medium Large 
BASE (in Canada) 3334, 197108 28 


Expensive 30 23 
Reaching a Formal Agreement/ 
Commitment/Follow Through 20 


Conflicting Interests/ 

Differing Objectives 41 
Distance 20 
Restrictive Int] Trade Laws/ 
Lack of Market Knowledge 25 
None/Few/Minor/Too Early 56 


*Excerpts of most frequently cited categories. 
Source: Directions 89/90 Survey, Ernst & Young 
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Competitive Pressures 


While co-operation between firms in 
the form of joint ventures and licensing 
agreements is nothing new, there are 
some significant qualitative differences 
between these new arrangements and 
traditional forms of co-operation. While 
the latter tended to take place in areas 
peripheral to a company’s core skills, 
current partnerships are critical to a com- 
pany’s strategic direction and to its 
achieving future competitive advantage. 


Today, companies enter strategic part- 
nerships to leverage critical capabilities, 
increase the flow of innovation and 
improve flexibility in responding to mar- 
ket and technological changes. The fun- 
damental objective of these arrange- 
ments is to shift the firm’s strategic posi- 
tion in the competitive marketplace 
without a major investment in internal 
resources. 


Directions 89/90 Survey 


Recent evidence suggests that many 
Canadian companies look increasingly to 
alliances as a way of responding to the 
competitive pressures discussed above. 
In the recent Directions 89/90 survey of 
Canadian advanced technology firms by 
Ernst & Young, 41% of the 822 respon- 
dents indicated that they were involved 
in a Strategic alliance. This included 
34% of the small firms in the survey, 
56% of the medium-sized firms, and 
61% of the large firms. Over 77% of 
firms surveyed were engaged in foreign 
partnerships, whereas 42% were 
involved in domestic partnerships. Fifty- 
two per cent of the respondents indicated 
that they would be entering other part- 
nerships in the future. (See accompany- 
ing tables.) 


For many Canadian companies, strate- 
| gic alliances will be essential, not only 
_ for their growth and development, but 
_ also for their survival in the years to 


come. It is important to recognize, there- 
fore, that while alliances can confer sub- 
stantial competitive benefits, they are not 
without significant challenges and com- 
petitive risks. 


The Challenges 


Working with a partner is a new exper- 
ience for most companies. Working with 
a foreign partner can be a real challenge 
for executives who must master the sub- 
tle art of sharing power and information 
without “giving too much away”. 
Finding personnel able to manage effec- 
tively across national boundaries can be a 
major challenge. Moreover, alliances 
require unaccustomed clarity with 
respect to objectives, strategies, policies, 
relationships and responsibilities of the 
firms involved. 


Numerous recent studies have pointed 
to disappointments and failed expecta- 
tions on the part of firms involved in 
alliances. For the most part, these tend to 
be the result of unclear objectives, poor 
partner selection, and inadequate prepa- 
ration. While alliances may not always 
live up to expectations, the competitive 
imperatives are clear, and alliances will 
likely become an integral element of 
global industry over the next decade. The 
challenge will be in learning to form and 
manage them successfully. Firms that do 
not learn to use strategic alliances will 
find themselves at a competitive disad- 
vantage. 


— Micheal Kelly, Investment Canada 


Dr. Micheal Kelly is Director of 
Investment Promotion for Investment 
Canada, and Adjunct Research 
Professor and Lecturer, International 
Business Strategy, at Carleton 
University’s School of Business. 


12 Steps to Success 


1. Make sure your goals are clearly 
defined before searching for a partner. 
You must know what you need before 
you look to a partner to satisfy those 
needs. 


2. Be certain at the outset that you are 
willing to commit the resources that it 
will take to form and manage a partner- 
ship. 


3. Get to know your potential part- 
ners, their strategies, objectives, operat- 
ing procedures, and their track records 
on co-operation well before you con- 
summate a deal. In particular, make cer- 
tain they are trustworthy and committed 
to the partnership. 


4. Be clear with your potential part- 
ners about objectives and obligations, 
and don’t hesitate to deal up front with 
contentious issues. 


5. Be flexible in negotiations, and 
ready to concede on points you consider 
to be minor. 


6. Strike a flexible deal. Recognize 
that circumstances and markets change 
and your deal may have to change too. 


7. Take appropriate measures to pro- 
tect your competitive advantage by, for 
example, ensuring your technology is 
patented, etc. 


8. Plan your exit up front, and have an 
agreement with your partner about the 
termination of the alliance. 


9. Pay attention to preparing and gear- 
ing up your internal organization for the 
strategic alliance. 


10. Institute performance milestones 
and a formal review process. 


11. Don’t overemphasize short-term 
results. Look at the alliance in terms of 
your long-term strategic objectives. 


12. Above all, remember that the key 
to alliance success is common sense. 


mn 
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PROFILE: VERNACARE CORPORATION 


Hospital Human Waste Management 


Vernacare’s partnerships in Canada have been instrumental 
in its success: they have minimized the risks and capital out- 
VERNACARE: STRATEGIC ALLIANCES lay; they have enabled the corporation to move quickly in 
responding to different needs; and they have helped to ward 
off new competition. 


INVESTING IN CANADA 


CASCADES 
(Production) 


BAXTER 


| 
(Distribution) Within a year of start up, Vernacare has several Canadian | 
hospitals as accounts, has trials at many more, and has targeted , 


another 60 hospitals across Canada. It has since made several 


VERNACARE 


(Marketing 
& 
Management) 


adjustments to the original product line to meet North 
American tastes and standards, has begun to conduct R & D on 
new products, and is planning to launch into the U.S. 


VERNON es Vernacare’s deliberate strategy of entering North America 
eu Pod) through Canada has also been key: it has permitted more con- 
now now : 5 : 
trol over growth, more time for product adjustments, and clos- 


er management and sensitivity to strategic partnerships and the 


Source: Vernacare A 
By: A. Ahmad customer base. In the foreseeable future, Vernacare 


Corporation will serve the integrated North American health 
care market with Canadian-made products, a Canadian man- 

Vernacare Corporation of Toronto was formed in 1989 to agement team, a Toronto headquarters, and a proud parent in 
introduce a unique European system of products for handling Europe. 


human wastes in hospitals. Vernacare is a good example of 
partnering by European and Canadian firms to tap the North 
American health care market. 


Over 25 years ago an English company, Vernon & Company 
(Pulp Products) Limited, developed a range of paper recepta- 
cles such as single-use, disposable bedpans, urinals and wash 
bowls. Vernon achieved great success in its domestic market 
— over 65% of all British hospitals were customers — and 
believed that its products were well-suited for nursing require- 
ments in North America. 


The products are environmentally friendly, improve nursing 
productivity and morale, and are cost effective. Made from 
recycled telephone books and newspapers, the products under- 
go a resin treatment which keeps them strong and waterproof, 
while remaining completely biodegradable. Vernacare’s 
PanAway Disposal Units macerate the used products into 
pulpy fragments which are then flushed into the sewer system. 


To examine its market potential in North America, in mid- 
1988 Vernon used the services of biomedical consultants pro- 
vided by Investment Canada to conduct hospital trials, scout 
for distributors, and initiate the export-import process. In early 
1989, Vernacare Corporation was formed as Vernon’s 
Canadian representative in co-marketing waste management 
products. Together with Baxter Canada, Vernacare imports 
products from the parent and another English supplier, and 


sources production in Canada from Cascades Inc. Courtesy PHONE ou aig 
Thunder Bay, Ontario. 
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PROFILE: QUADRA LOGIC TECHNOLOGIES INC. 


Quadra Logic Technologies Inc. 
(QLT) of Vancouver, B.C. is a world 
leader in photodynamic technology. The 
Canadian biopharmaceutical company 
was formed in 1981 by a group of scien- 
tists from the University of British 
Columbia. 


QLT is principally engaged in the 
development and commercialization of 
light-activated drugs for the diagnosis 
and treatment of disease. Photofrin, an 
experimental drug patented by QLT, is 
part of a new laser-based treatment tech- 
nique known as photodynamic therapy. 


After injection, Photofrin accumulates 
in cancer cells; the tumors are then 
exposed to a low-powered laser beam 
which causes the drug to become highly 
toxic to the cancer cells. Photofrin has 
proven effective in killing tumors with- 
out the side effects associated with 
chemotherapy or radiation, and is 
expected to revolutionize cancer treat- 
ment around the world. This therapy also 
holds great promise for the treatment of 
heart disease (unclogging the arteries in 
arteriosclerosis), various sexually trans- 
mitted diseases (venereal warts) and a 
skin disease known as psoriasis. 


In late 1989, QLT signed an agreement 
with American Cyanamid Company of 
New Jersey to co-develop and commer- 


eps ass 
4 DO 2 
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roa 
MAD tye 1j À. 


Maratacwyy | 
ed tor Quad) Logic. 
8y Ortho Diagnostie Systems 


Courtesy of OLT 


Photodynamic Technology 


cialize drugs using photodynamic tech- 
nology (PDT). This development and 
distribution agreement was the second 
alliance between the companies. In addi- 
tion to the existing rights to QLT’s anti- 
cancer drugs, American Cyanamid was 
also granted exclusive worldwide mar- 
keting and distribution rights for PDT 
drugs used to treat venereal warts and 
psoriasis. Under the terms of the agree- 
ment, QLT will receive up to US$8 mil- 
lion payable at various stages of develop- 
ment and will share in the revenue from 
product sales. Development costs will be 
shared equally by the two companies, 
while QLT is responsible for drug manu- 
facturing costs and American Cyanamid 
for all marketing and distribution costs. 


In the International Investment 
Partnering Seminar held in Montreal in 
December 1989, QLT President, James 
Miller, spoke of the learning process 
undergone by both companies in reach- 
ing their ‘mutually beneficial operation’: 
“The essential elements for a strategic 
alliance have been the need for identify- 
ing the resource base between the two 
companies, making sure our goals are in 
sync, and building a trust.” 


Tiger Team 


Miller outlined an innovative manage- 
ment technique, which he called a ‘tiger 
team’, to deal with the very costly and 
time-consuming process of getting a drug 
to market. “The tiger team is a very effi- 
cient means of interacting and getting 
down to basics,” said Miller. The team is 
comprised of selected “champions” from 
both QLT and American Cyanamid in 
their areas of expertise such as manufac- 
turing, marketing and clinical research. 
“The tiger team takes things from the 
clinical development process right 
through to the marketing process very, 
very quickly,” said Miller. ““We’ve bro- 
ken many time barriers in clinical/regula- 
tory requirements, taking 18-month pro- 
cesses and reducing them to four or six 
months.” 


Photodynamic therapy for malignant brain 
tumours. (Courtesy of Dr. Paul Muller, 
Director, Division of Neurosurgery, St. 
Michael's Hospital, Toronto, Ontario) 


On February 12, 1990, QLT and 
Baxter Healthcare Corporation 
announced an agreement to develop, 
manufacture and market systems using 
PDT drugs to inactivate viruses, bacteria 
and parasites in human blood. This 
strategic alliance encompasses the devel- 
opment of a commercial blood treatment 
program that would give blood banks, 
hospitals and clinics a new measure of 
safety when transfusing whole blood or 
blood products. 


Under the terms of the agreement, 
Baxter and QLT will share equally in all 
development costs and profits. Costs 
include the development of systems 
using QLT’s proprietary drugs and 
Baxter’s instrumentation and materials. 
QLT will be responsible for manufactur- 
ing the drug, and Baxter for the manu- 
facturing and worldwide distribution of 
the systems. Baxter is the world’s largest 
supplier of systems for the collection and 
processing of blood, and is the major 
supplier of blood collection packs and 
related systems used worldwide by the 
Red Cross. 
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PROFILE: COGNOS INCORPORATED 


Advanced Application Development and Data Management Software 


Cognos Inc., founded in 1969, is a 
leading developer and marketer of 
advanced application development and 
data management software that inte- 
grates with major hardware vendor files 
and data bases. Cognos is Canada’s 
largest independent software manufac- 
turer, and one of the 25 largest in the 
world. Its 1989 fiscal year sales were 
approximately C$108 million, with dis- 
tribution in close to 70 countries. 


Its flagship product, originally a report 
writer for the Hewlett-Packard 3000 
minicomputer, evolved into a complete 
application development language now 
called the PowerHouse fourth generation 
language (4GL). PowerHouse 4GL is the 
most widely-used product on mid-range 
computers, with close to 15,000 installa- 
tions worldwide. Cognos products are 
used with Hewlett-Packard, Digital 
Equipment and Data General mid-range 
computers, as well as with IBM PC/AT 
compatibles and 386-based systems. 


Cognos sells directly through sales 
offices in 50 locations throughout North 
America, Europe, Australia and Asia. 
The company has also developed the 
PowerHouse Partners Program, through 
which some 350 independent developers 
market applications based on Cognos 
products which are used in a wide vari- 
ety of industries. 


In January 1990, Cognos Inc. and 
Hewlett-Packard Company (HP) 
renewed an agreement granting HP a 
worldwide corporate licence to use 
PowerHouse 4GL on an unlimited basis 
for the next two years. This recommend- 
ed status of PowerHouse means that HP 
divisions will continue to be encouraged 
to use PowerHouse 4GL in developing 
applications. 


Hewlett-Packard Company is an inter- 
national manufacturer of measurement 
and computation products and systems 
used in industry, business, education, 
engineering, science and medicine. HP 
had revenues of US$11.9 billion in its 
1989 fiscal year, and employs 95,000. 


“The renewal of this agreement now 
makes HP our largest and most important 
customer worldwide,” said Michael 
Potter, President and CEO of Cognos. 
“The fact that we began our company on 
the HP platform makes this relationship 
that much more gratifying.” 


Cognos and Digital Equipment 
Corporation also announced in January 
1990, two new worldwide co-operative 
marketing and distribution agreements, 
augmented by a comprehensive market- 
ing support program. “The international 
scope and new levels of co-operative 
marketing and distribution between 
Cognos and Digital translate into a strong 
and unparalleled relationship,” said 
Jeffrey Papows, Senior Vice-President, 
Worldwide Operations for Cognos. 


Under the agreements, Cognos will 
distribute Digital’s relational data base 
Rdb/VMS, and Digital will resell 
PowerHouse 4GL. The agreements repre- 
sent one of Digital’s first such worldwide 
co-operative marketing and distribution 
programs. 
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TESTIMONIAL: “WE INVESTED IN CANADA” 


ALLIANCE MEDICAL INC. (AMI) 


Joint Venture 

AMI was created through the partner- 
ship of Idee International R&D Inc. of 
Canada, and Mikromed of Hungary. 


Activity of AMI 

Worldwide manufacturing and mar- 
keting of high-technology medical 
devices. 


Products 
Ultrasonic diagnostic equipment for 
human and animal use. 


Size 
Anticipated new employees in Canada 
by the end of 1990: 35. 


Markets 


Most countries, but mainly Canada 
and the United States. 


Future 

To make and market portable ultra- 
sonic, battery-operated diagnostic 
devices, like the Ultra-Scan. AMI 
expects to create up to 50 new jobs in 
1990-91 and to conduct business of 
approximately $5 million. | 


ax 


The Ultra-Scan (Courtesy of AMI) 


Left to right: Mr. Karim Ménassa, Vice-President of Idee International R&D Inc., Secretary- 
Treasurer of AMI; Mr. Stephen Lindmayer, President of Idee International R&D Inc... 
Secretary — Chairman of the Board, AMI; Mr. William Siebes, Quebec Department of 
International Affairs, who represented Mr. John Ciaccia at the official opening of AMI; Mr. 
Bela Badi, President, Mikromed, Budapest, Hungary; Dr. Thomas Kecskemeti, Commercial 
Director of Mikromed and President of AMI. (C ourtesy of AMI) 


“We found in Montreal easy access to 
suppliers, a trained work force, good 
opportunity to develop new equipment 
and devices, and access to the entire 
North American market.” 

Dr. Thomas Kecskemeti, President, AMI 


Alliance Medical Inc., formed in 
November 1989, is the first Canadian- 
Hungarian-Soviet joint venture. 
Established in Montreal, Quebec, AMI 
will produce devices which promise to 
revolutionize the veterinary and human 
medical fields. 


The first of these is the Ultra-Scan, the 
world’s first battery-operated ultrasound 
scanner which was developed in Canada 
based on a Hungarian patent. This 
unique, fully portable ultrasound scanner 
offers to medical practitioners, in both the 
human and veterinary fields, the opportu- 
nity to use this technology in remote 
areas where electricity may not be avail- 
able. It is also useful for emergency units, 
ambulances, medical helicopters, private 
practitioners and clinics. 


Designed to be carried over the shoul- 
der like a camera, the basic model weighs 
11 pounds, with batteries that can be 


recharged from a car lighter. The Ultra- 
Scan, to undergo further development, 
will be manufactured in Montreal and 
marketed worldwide through existing 
distribution channels in North America, 
and in both Eastern and Western Europe. 


The joint venture brought together: 
Idee International R&D Inc., a wholly- 
owned Canadian research company 
(well known for the notable achieve- 
ment in creating a revolutionary needle- 
less injection device to painlessly 
administer insulin to diabetics) and 
Mikromed, of Hungary, one of the 
world’s largest producers of medical 
devices. 


Mikromed is part of the Medicor 
Group established 75 years ago by the 
German company, Siemens. The 
Soviet’s All Union Institute for Research 
of Medical Instrumentation, which 
employs 25,000 scientists and has sub- 
sidiaries in all Soviet republics, owns 
50% of Mikromed. 


Mikromed contributed patents, some 
equipment, capital and one engineer to 
the venture, while Idee contributed equi- 
ty capital, and will manage the company. 


INVESTING IN CANADA 
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DAVOS ’90 


The 1990 World Economic Forum's annual sympo- 
sium took place in Davos, Switzerland from February 
1 to 5. The theme was ‘Competition and Co-operation 
in a Decade of Turbulence’. 


The symposium, designed to develop and maintain 
individual and corporate contacts at the highest levels 
of business and government, hosted some 600 world 
leaders from the economic, business and financial sec- 
tors. 


The Hon. Harvie Andre, then Minister of Industry, 
Science and Technology Canada, and Minister 
Responsible for Investment Canada, spoke of the glob- 
alization of world markets, and said: "Perhaps no other 
country in the world is better suited geographically to 
prosper in an era of globalized markets than Canada". 


INVESTMENT CANADA — 


AT YOUR SERVICE 


The Investor Services Group of 
Investment Canada offers a broad range 
of services to investors seeking to estab- 
lish operations in Canada. The Group 
facilitates the investment process by pro- 
viding the necessary technical assistance 
to investors to make their investment 
decisions a reality. The assistance ranges 
from supplying general information on 
how to do business in Canada to finding 
investment partners—both in Canada 
and internationally — and facilitating the 
matchmaking process. The Group also 
helps to solve problems by initiating dis- 
cussions between investors and Canadian 
regulatory bodies to overcome potential 
roadblocks to the investments. 


Investor Services relies heavily on the 
sectoral expertise of Industry, Science 
and Technology Canada (ISTC) to 
answer questions from potential 
investors regarding industrial sectors. 
Also, in collaboration with External 
Affairs and International Trade Canada 
(EAITC), Investment Canada works 
closely with investment counsellors sta- 
tioned in key markets around the world 
— Tokyo, Hong Kong, The Hague, 
Paris, London, Bonn, New York and Los 
Angeles. 


The counsellors heighten the visibility 
of Canadian investment opportunities for 
joint ventures, strategic partnering, tech- 
nology transfers, greenfield investments, 
licensing, etc., and they regularly supply 
Investor Services with names of foreign 
companies that have specific investment 
proposals and are seeking to invest in 
Canada. 


As an example, the Group was able to 
assist an American-based engineering 
firm seeking to bid on a number of 
Canadian capital projects. Investor 
Services met with the firm’s representa- 
tive and supplied information on 
Canadian business practices and the reg- 
ulatory environment. They also dis- 
cussed market opportunities, and pre- 
sented the firm with a list of possible 
Canadian co-venture partners, including 
one Montreal engineering firm looking 
for a U.S. partner. If the match is suc- 
cessful, it will generate employment, 
increase economic activity, and allow the 
Canadian partner to bid on projects in the 
United States. 


Investment Canada is not in the busi- 
ness of providing funding or subsidies, 
but it can direct investors to potential 
sources of capital, and provide advice on 


the forms of government assistance 
available across Canada. 


If you have a specific investment 
opportunity in mind, supported by a 
business plan, we would like to hear 
from you. Contact Investor Services, 
Investment Canada, P.O. Box 2800, 
Station D, Ottawa, Ontario. K1P 6A5 
Fax: (613) 996-2515 
Tel: (613) 996-7874 


Investing in Canada is published 
quarterly by Investment Canada, the 
investment development agency of the 
federal government. The mandate of 
Investment Canada is to promote 
investment in Canada by both 
Canadians and non-Canadians, that 
contributes to economic growth and 
employment opportunities, and that is 
of net benefit to Canada. 


Editor-in-Chief — Richard Bégin 
English Writer/Editor — Lillian Rukas 


French Writer/Editor — Vincent Beaulieu 
Production — Bernard Cossais 


Investing in Canada, 
P.O. Box 2800, Station D, 
Ottawa, Ontario. KIP GAS 

Tel: (613) 995-9525 

Fax: (613) 996-2515 
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HIGH TECHNOLOGY IN CANADA 


In today’s world, a nation’s high 
technology capabilities are central 
to its economic strength. With inter- 
national competition intensifying, 
we look at Canada’s high-tech 
status on the world scene. Are 
we putting enough resources into 
research and development to keep 
pace with our competitors? Is 
Canada’s high-tech industry able 
to control its own destiny? Our 
feature article “High Technology 
in Canada” examines these ques- 
tions and offers some valuable 
insights into the complex issues 
surrounding this debate. 


INSIDE THIS ISSUE 


Research and Development Spending 1987 - 88 Japan’s Mission to Canada  p.3 
(Per cent of 1987 Gross Domestic Product — Source: Statistics Canada) Globalization: 
Lessons for Canada p. 4 
F'ew economists would disagree that increased industrial research and development u 
Testimonial: 


(R&D) and a stronger presence in high-technology industries are good for Canada. 

These objectives seem clear enough, but the means to achieving them are contentious 
and subject to differing schools of economic thought. The following are excerpts from Investment Barometer p.6 
a paper, prepared by Investment Canada, which examines the current state of high- ‘ 
technology industries in Canada, reviews the economic evidence and theories relating 


MasterCam Technology Inc. p. 5 


The Plastics Industry: 


to R&D, and discusses the underlying factors that appear to inhibit fuller Canadian A Promising Future p.7 
participation in these vital sectors. At Your Service p.8 
Canada’s participation in high-tech industries is relatively weak. Most of our major AOC rene p.8 


competitors have a greater degree of specialization in high-tech products for export. 
According to the Economic Council of Canada, high-tech products account for only 


15% of Canada’s total manufacturing exports. In the U.S. and Japan, they account if 
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for 38% and 28%, respectively. (p.2) » 
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(Cont'd from p. 1) 


Canadian companies spent 1.3% of 
the GDP on R&D in 1987, while the 
U.S. spent twice as much, 2.7%, and 
Japan, 2.9%. Canada’s low level of 
expenditure on industrial R&D is 


factor inhibiting the performance of 
Canadian firms, and this factor is related 
to market access, rather than to foreign 
ownership per se. It is argued that the 


frequently cited as limiting the 
growth of our knowledge-intensive 
industries. According to the Science 
Council of Canada this is partly 
explained “by structural differences 
such as the relative smallness of 
Canadian firms, our resource- 
oriented industries, a high level of 
foreign ownership, limited access 
to major markets and relatively 

low level of government support”. 


Some economists argue that the 
level of R&D spending is not the 
major issue. For example, as 
pointed out by the Macdonald 
Commission, in terms of non- 
defence spending, Canada compares 
much more closely with other 
OECD countries. Instead, it stresses 
the importance for a small country 
like Canada, of promoting rapid 
diffusion and adoption of tech- 
niques developed abroad. There 
is some evidence that Canada lags 
badly, and that foreign-controlled 
companies in Canada play a 
positive role in this regard. 


Foreign Control 


The number of foreign takeovers 
of Canadian high-tech firms has 


TOP 20 SELF-FINANCED R&D SPENDERS 
IN CANADA IN 1989* ($MILLION) 


BCE Inc. (CDN)** 813.0 
Pratt & Whitney (U.S.) 247.0 
IBM Canada (U.S.) 181.0 
Atomic Energy Canada Ltd. (CDN)*** 166.0 
Ontario Hydro (CDN)*** 150.0 
Hydro Quebec (CDN)*** 135.6 
Alcan Aluminium Ltd. (CDN)** 110.8 
Canadair Ltd. (CDN)** 106.3 
Boeing of Canada (U.S.) 91.0 
CAE Industries (CDN)** 150 
Imperial Oil Ltd. (U.S.) 70.0 
Allied Signal Canada (U.S.) a7 9 
Inco Ltd.(CDN)** 31.0 
BC Telephone (U.S.) 36.5 
Digital Equipment (U.S.) 36.3 
Shell Canada (U.K., NETHERLANDS) 3340 
Mitel (U.K.) 29.0 
C-I-L (U.K.) 29.0 
MacMillan Bloedel (CDN)** 25.0 
Du Pont Canada (U.S.) Zia 
*Estimate **Private =e PUDILIC 


Source: The Financial Post, Annual Survey, Dec. 4, 1989 


generated a great deal of commen- 
tary. Perhaps the most fundamental 
concern is that Canadian firms which 
are foreign-controlled are ‘truncated’ — 
critics fear that Canadian subsidiaries 
will become cogs in a very large wheel 


and lose their autonomy, impairing their 


ability to undertake R&D in Canada. 
In short, critics foresee the loss of 
high-tech jobs to foreign locations. 


However, economic studies suggest 
that the negative consequences of 
foreign takeovers have been overstated, 
particularly with respect to technology. 
Enterprise scale appears to be a major 


inability of Canadian firms to achieve 
economies of scale has prompted the 
mergers of Canadian-owned firms with 
foreign firms. 


The Economic Council stresses the 
benefits that foreign-owned firms bring 
to Canada in terms of technology trans- 
fer and diffusion of that technology!. 


In its view, subsidiaries speed up the 
process of technology adoption. The 
parents transfer best practices internally 
to their affiliates. Compared with domes- 


tic development of technology, or 
its outside acquisition (e.g. through 
licences or acquisition of patents), 
the time involved in technology 
adoption is thereby reduced, and 
Canadians benefit directly. 


Enterprise Scale 


Recent work at Statistics Canada 
elaborates on the view that enter- 
prise scale is a major factor in sup- 
port of high-technology activity in 
Canada. According to an analysis 
of a 1987 Statistics Canada survey 
of manufacturers”, the most impor- 
tant influence on the adoption of 
technology is enterprise size. The 
larger the market share, the higher 
the probability of technology adop- 
tion. This puts Canadian firms at a 
disadvantage as they generally 
operate at a significantly smaller 
scale than those in other major 
industrialized countries. 


Enterprise scale is, of course, 
influenced by the trade regime. 
Tariffs and other trade barriers have 
made it more costly to undertake 
R&D and to adopt high technology 
in Canada, thereby damaging ex- 
port opportunities. Moreover, the 
lack of competition has reduced the 
incentives to either undertake R&D 


or to adopt high technology. 


Strategic Alliances 


Globalization, or the integration of 
world markets, is bringing with it pres- 
sures on high-tech firms. There is 
evidence today that high-tech firms are en- 
gaging in strategic alliances to an extraor- 


dinary degree. The reasons for this include: 


l 5 : ; 
Economic Council of Canada, The Bottom Line: 


Technology, Trade and Income Growth, Supply 
and Services Canada, Ottawa, 1983. 


2 Statistics Canada, Survey of Manufacturing 
Technologies, S.C. 88-001, Vol. #13, No. 9 and 
10, October 1989. 
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| sharp rise in the cost of R&D; 


Î speed of technological change; 


O “critical mass” and concentration in 
high-tech industries; 


CO industrial restructuring taking place 
globally which, in recent years, has 
favoured vertical rather than horizon- 
tal or conglomerate economies of 
scale; 


global marketing requirements. 
Threshold Firms 


A major related issue concerns the 
ability of threshold firms (small and 
medium-sized firms that have reached 
barriers limiting their growth) to 
become large scale, while remaining 
Canadian controlled”. In the absence 
of a Canadian alternative, small and 
medium-sized high-tech firms fre- 
quently turn to large foreign firms 
to provide the means for expansion. 


Confronted by globalization, we may 
well see Canadian-based high-tech in- 
dustries increasingly dominated in the 
1990s by foreign investors, while at the 
same time witnessing Canadian inves- 
tors as major players abroad. However, 
other countries of similar size or even 
smaller, like Sweden, have firms that 
have successfully made the transition 
and yet remained domestically control- 
led. Strategic alliances play a key role 
in addressing the problems of threshold 
firms. 


The Challenges 


Increasingly, global rationalization of 
R&D and high-technology industries is 
forcing alliances that have little to do 
with nationality. More study is needed 
about the interrelationship between 
Canada’s high-technology performance 
and the level of foreign control. The 


à Guy Steed, Threshold Firms - Backing Canada’s 
Winners, Science Council of Canada, Supply and 
Services Canada, Ottawa, 1982. 


evidence with respect to foreign control 
is much more positive than some critics 
would have us believe. 


Another factor attracting debate is the 
appropriate goverment role respecting 
strategic high-tech sectors. The 
Canadian Institute for Advanced Re- 
search has initiated a research program 
to help determine how science and tech- 
nology affect the economic performance 
of a country. The program is addressing 
the inability of conventional economics 
to explain the success of countries like 
Japan, Sweden or Finland in dealing 
with globalization and rapid technologi- 
cal change. 


More analysis is needed to determine 
the extent to which foreign control of 
Canada’s high-tech firms blocks or 
detracts from participation in knowledge- 
based employment opportunities. If, as 
has been suggested, foreign control 
explains little about the low level of 
industrial R&D or high technology in 
Canada, then other explanations should 
be sought. 


A good deal of study is also needed on 
the extent and nature of the high technol- 
ogy and R&D “shortfall” in Canada. As 
previously mentioned, various studies 
have indicated that the most important 
factor is the limited scale of enterprise 
in Canada. With trade liberalization and 
globalization, this problem is gradually 
being addressed, although greater 
foreign participation may accompany 
the restructuring of the Canadian 
economy. 


To address these issues, Investment 
Canada is undertaking a major research 
study on the relationships among foreign 
investment, technology and economic 
growth. The findings are to be presented 
at an Investment Canada conference in 
the fall, and are to be the subject of a 
report for release in early 1991. 


JAPAN’S MISSION 
TO CANADA 


“The time has come for J apan to 
forge an even more diverse and 
profound relationship with 
Canada...”. So wrote Mr. Shinroku 
Morohashi, in his report entitled, 
Canada: A Partner Challenging the 
World. The paper, released this 
spring, gave Canada a good report 
card as a destination for Japanese 
investment. Morohashi, leader of the 
Japanese Investment Study Mission 
which visited Canada last October, 
is Acting Chairman of the Japan- 
Canada Economic Committee of 
the Keidanren, and President of the 
Mitsubishi Corporation. 


The main purpose of the Mission 
was to assess the investment climate 
in Canada, including industrial 
policy, foreign investment policy, 
industrial infrastructure, the effects 
of the Canada-U.S. Free Trade 
Agreement (FTA), and to find ways 
to promote harmonious investment 
and technology exchanges. 


The Canadian investment environ- 
ment is superior, according to the 
Japanese, because of its political 
stability, availability of raw materials, 
low cost energy, superior education 
and labour, the high quality of 
Canadian life, and cultural diversity. 
The FTA was considered to be a plus, 
although final judgement is reserved 
pending its complete implementation. 
The Japanese Mission noted there 
was very limited investment friction 
in Canada as compared with the U.S., 
another indication that Canada is a 
welcoming destination for Japanese 
investment. 


“In our evaluation, it is clear that 
Canada extends a warm welcome to 
foreign investment,” said Morohashi, 
“leading us to the conclusion that 
the potential for increased Japanese 
investment in Canada over the long 
term is high.” 
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GLOBALIZATION: LESSONS FOR CANADA 


Alan Nymark, Executive Vice-President 


The following are excerpts from a 
speech delivered by Alan Nymark, 
Executive Vice-President of Investment 
Canada, at a conference organized by 
the Institute for Research on Public 
Policy at Mont-Gabriel in March 1990. 


Today, few conversations about the 
international economy take place 
without reference to globalization. 
Canada’s trade and investment strategies 
must fully recognize the scope and 
nature of this globalization. 


Defined as the “integration of markets 
on a global scale”, globalization is bring- 
ing new pressures to bear on Canada’s 
investment policy framework. Today, 
corporations both plan and operate on a 
global scale. They manufacture, provide 
services, conduct research, raise capital 
and buy supplies wherever these ac- 
tivities can best be done, regardless of 
nationality. More than ever before, 
direct and portfolio investments are 
moving freely across borders, both 
in and out of Canada. 


The factors driving globalization in- 
clude: growth in world trade and foreign 
direct investment; increased openness of 
major economies; worldwide industrial 
rationalization; international networking 
and other forms of strategic alliances; 
and the growing importance of 
European and Asian markets. 


Mergers and acquisitions (M&A) are 
visible evidence of globalization. Of the 
major OECD countries, Canada, the 
U.S. and the U.K. have experienced 
the most substantial amount of M&A 
activity. Foreign acquisitions accounted 
for almost half of the $30 billion M&A 
activity in Canada this year, although 
many involved takeovers of Canadian- 
based but foreign-owned firms. 


M&A activity is not the only illustra- 
tion of globalization. International net- 
working is another major element. In 
this decade, competitive advantage will 
be based more than ever on a firm’s 
arrangements with other companies. 


The drive to form strategic alliances 
is fuelled by a wide range of pressures. 
These include the high cost of technol- 
ogy development and commercializa- 
tion, coupled with the recognition that 
products costing hundreds of millions 
of dollars to develop may have life 
spans of less than two years. Only a 
global product that can be quickly trans- 
mitted to the world’s major markets 
could justify this type of risk. 


What Are the Lessons ? 


1. International investment is chal- 
lenging trade as the principal vehicle for 
international commercial transactions. 
In the face of global markets, Canadian 
firms are subject to more and more com- 
petitive pressures to forge international 
linkages. Globalization is bringing in- 
creasingly into question the conceptual 
distinction between ‘domestic’ and 
‘foreign’ firms. For Canadians and their 
governments, ownership and control are 
less important than performance and 
value added. 


~ Canada has no choice but to meet 
the global challenges of industrial restruc- 
turing in a wide range of policy areas, i.e. 
industrial R&D and technological develop- 
ment; education and training; competition 
policy; the cost of capital; transportation 
and communication services; indus- 
trial/regional development policies; and 
interprovincial barriers to trade. 


3. Investment policy has a central 
role to play in addressing this restructur- 
ing. Our goal must be to attract value- 
added investment with a view to increas- 
ing capital/technology flows, produc- 
tivity growth, competitiveness and 
Canadian employment. Moreover, our 
emphasis should be on greenfield invest- 
ments and strategic alliances to build our 
human and capital infrastructure. 


Æ. Canadian direct investment abroad 
plays an integral part in the investment 
framework. Investment is a two-way 
street, and Canadian business must be 
in a strong position to compete with 
foreign business both in Canada and 
abroad. 


5. There are new geographical dimen- 
sions of trade and investment — a much 
more balanced participation has 
emerged among industrialized countries. 
In global markets, we have witnessed 
the relative decline of the U.S., the emer- 
gence of the Pacific Rim and Western 
Europe, as well as the liberalization of 
Eastern Europe, and the challenges of 
Mexico. Investment strategies in this 
context must support the broadening 
of these international exchanges, taking 
into account Canada’s different interests 
in each region. 


©. Federal and provincial govern- 
ments have no choice but to look out- 
ward. In a global, interdependent world, 
the programs and policies of govern- 
ments can no longer be made in isola- 
tion. ‘Open for business’ means interna- 
tional and domestic policies relating 
to trade and investment will be more 
blurred. This is why federal and provin- 
cial governments must work together 
to share views on globalism and invest- 
ment and the complex relationship 
between them. In particular, real 
progress must be made in the elimina- 
tion of interprovincial trade barriers and 
provincial competitive subsidy practices. 
We must establish effective domestic 
rules that promote a Canadian common 
market. 


INvestING IN CANADA 
5 


TESTIMONIAL: “WE INVESTED IN CANADA”? 


MASTERCAM TECHNOLOGY INC. 


Joint Venture 


MasterCam was created in June 
1989 through the partnership of Zepf 
Technologies Inc. of Canada, and 
Eurosat Inc., the Canadian subsidiary 
of Satec Gmb of West Germany. 


Activity of MasterCam 


Design and manufacture of cams 
and other complex three-dimensional 
machined components, using state-of- 
the-art software. 


Products 


All varieties of cams and special 
motion components including barrel, 
groove, peripheral and conjugate cams, 
with or without swinging motion. 


Size 


Sharing facilities of 30,000 square 
feet with Zepf, MasterCam has five 
employees with annual sales expected 
to reach $300,000. 


Markets 


Original equipment manufacturers, 
machine builders, and the automotive, 


printing, packaging and food industries. 


Future 


To supply value-engineered cam 
designs for customers, and to sell 
software for the design and post- 
processing of cams. 


ss 


Mr. Larry Zepf receivin 


g the 1989 gold trophy for the Small Business Cate gory of the Canada 


Awards for Business Excellence, in Ottawa, November 1989. Left to right: Mr. Harvie Andre, 


“When I decided to expand 
outside of Europe, Canada stood 
out as my choice. It has stable 
conditions, it is close to the 
United States market, and it has a 
European-style environment.” 
Ulrich Saborowski, 
MasterCam Director 


Recognizing the limited market size 
in Canada, Zepf Technologies Inc. 
(ZTI) has opened doors to the European 
market for complete cams and specialty 
machinery. For the West German inves- 
tor, the benefits involve gaining a 
foothold in the North American market 
with a Canadian partner to pave the way 
for financing arrangements with banks, 
and acquiring government permits and 
suppliers. 


ZTI’s expertise in the packaging 
industry and Eurosat’s expertise in the 
automotive industry combined to place 
MasterCam at the leading edge of cam 
design and manufacture in the interna- 
tional marketplace. 


The joint venture was an opportunity for 
ZTI to develop a new product line using 
advanced technology previously unavail- 
able in Canada. The process uses computer 
numerical control (CNC) machines driven 
by state-of-the-art software. Developed in 
West Germany, the software streamlines the 
cam design and manufacturing process, 
resulting in efficient production of highly 
accurate cams. 


ZTI received the 1989 gold trophy 
for the Small Business Category of the 
Canada Awards for Business Excellence. 
Innovative software, calculated risks and 


commitment have characterized the 
transformation of ZTI from a family- 
owned machine shop into a technologi- 
cal competitor in the international pack- 
aging industry. In 1986, working with 
control specialists from West Germany, 
ZTI developed a multi-axis, bi-direction- 
al cutting lathe, affectionately named 
RAMBO, the only one of its kind in 

the world. 


In selecting ZT! for the award, Industry, 
Science and Technology Canada applauded 
the company’s innovation in developing 
both RAMBO and a custom software 
feedscrew design system. The software 
enables ZTI to design extremely sophisti- 
cated and durable feedscrews which have 
resulted in superior packaging lines with 
faster output of products. ZTI stresses 
innovation and today maintains research 
and development which represents 14% 
to 19% of annual sales. 


Good management skills have also 
been important in ZTI’s growth. Today, 
the company spends between $20,000 
and $30,000 a year on employee training 
programs, which ZTI officials say is 
key to adapting to new technology and 
growth. ZTI doubled its sales from $1.8 
million in 1984 to $3.8 million in 1988. 
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INVESTMENT BAROMETER 


Research and development (R&D) 
has become a key component of our 
global economy. There are two broad 
aspects to R&D - the actual process of 
innovation that leads to product develop- 
ment and process improvement, and the 
adoption and diffusion of new produc- 
tion techniques. Both are vital to the 
progress of economies, as 


twofold increase in federal expenditures 
on R&D in the last 10 years. Estimated 
expenditures in 1989 for R&D per- 
formed by the business sector are $4.6 
billion. Of that, 72% will be financed by 
Canadian firms, 12% by governments 
(11% federal and 1.0% provincial) and 
16% by foreign sources. 


percentage of companies in Canada. In 
1987, only 10 companies accounted for 
37% of total business R&D, and 25 
companies accounted for 50% of the 
R&D expenditures in the sector. 


The regional breakdown in R&D 
spending is heavily weighted in favour 
of central Canada. About 


they not only introduce new 
products and services to the 
marketplace, but they offer 


the opportunity to increase 10 
industrial productivity, and 
therefore competitiveness, 8 


across the board. 


Statistics Canada, in its 
October 1989 issue of 1 
Indicators of Science and 
Technology 1989, compared 
the levels of R&D in 
Canada to those in other ge 
OECD countries. At 1.3% 
of Gross Domestic Product 
(GDP) for 1987, Canada’s rs 
relative R&D effort ranks 
low in comparison with the 
more industrialized OECD 
countries. For the same year, 
the U.S. spent 2.7% of its As 
GDP on R&D; Sweden and 
Germany, 2.8%; and Japan, 
2.9%. While the compara- 
tively lower levels of à pu. 
defence R&D spending in 
Canada can partially explain 
the difference between the 
Canadian and U.S. levels, 
it does not explain the dif- = 
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54% of total R&D spend- 
ing was in Ontario, 23% 
in Quebec, and 18% in the 
West. Much of Ontario’s 
dominance is due to its 
high concentration of 
research establishments 
and the importance of the 
manufacturing sector. 


With scientific and tech- 
nological development so 
important for Canada’s 
economic competitiveness, 
it is interesting to study the 
human resources devoted 
to R&D. Between 1978 and 
1987, total R&D personnel 
increased 46%, from 
71,680 to 104,620. Close 
to half of R&D personnel 
were employed by busi- 
ness, compared with 34% 
in higher education estab- 
lishments, and 14% in 
the federal government. 
Fifty-five per cent of those 
engaged in R&D were 
scientists and engineers, 
25% were technicians, and 
20% were other support 


1989 


1989 


ference between Canada’s 
R&D spending compared to that 
of Japan. 


This does not mean that Canada’s 
spending on R&D is not increasing. In the 
10-year period between 1978 and 1987, it 
increased from $2.6 billion to $7.4 billion, 
with expenditures for 1989 estimated to 
reach a new high of $8.3 billion. 


Federal government expenditures on 
R&D will account for $2.5 billion of 
the $8.3 billion. This represents a 


Within the business sector, the 
manufacturers of telecommunication 
equipment were found to be the major 
performers of R&D. The second and 
third ranking industry groups were 
aircraft and parts, and engineering and 
scientific services. These three groups 
accounted for nearly 37% of the total 
R&D expenditures for the business sector. 


Although total expenditures on R&D 
performed within the business sector is 
increasing, on the whole, R&D is an ac- 
tivity that is performed by a very small 


staff. 


The number of scientists and engin- 
eers also had the highest growth rate 
over a 10-year span, 61% compared to 
41% for the technicians category and 
16% for the support staff. In addition, 
over 80% of all scientists, engineers, 
and support staff were concentrated in 
the natural sciences and engineering 
fields. 


— Geoff Nimmo, Investment Canada 


INVESTING IN CANADA 


THE PLASTICS INDUSTRY: A PROMISING FUTURE 


When the first North American 
injection-molding machine started its 
production of caps for toothpaste tubes 
in Toronto in 1931, it paved the way 
for an industry that had every reason 
to believe in a bright future. Some 60 
years later, with the Canadian plastics 
processors making every type of plastic 
product imaginable one can assert that 
expectations have not been disappointed. 


Over the past two decades the growth 
of the plastics industry has been so 
phenomenal that in 1989, this sector 
ranked fourth among the Canadian 
industrial sectors, behind pulp and 
paper, motor vehicles and printing 
and publishing. According to Mr. Faris 
Shammas, Director of Economic Affairs 
for the Society of the Plastics Industry 
of Canada: “By the turn of the century, 
the plastics industry will be the largest 
manufacturing industry in Canada.” 


As early as 1987, the value of the 
Canadian plastics market had reached 
nearly C$15 billion, growing 2.2 times 
faster than the country’s Gross Domes- 
tic Product. The value of the industry’s 
shipments has more than doubled be- 
tween 1980 and 1989 (see graph), and 
the level of employment within the in- 
dustry has also been growing at an im- 
pressive rate. It increased by more than 
70% since 1975 so that in 1990, there 
are over 100,000 industry workers in 


about 3,000 companies across Canada. 
And since plastic is regarded to be the 
product that will increasingly replace 
traditional materials such as glass, 
metal, wood and paper, this trend is 
most likely to continue. 


Value of Shipments of 


the Plastics Industry 
(1980-1989) 


($ Billion) 
4 


1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 
Source: Society of the Plastics Industry of Canada 


The plastics industry’s dynamism has 
paid off in more than one respect, as a 
growing number of companies have set 
their minds on globalization. One can 
think of: the Husky Injection Molding 
Systems Ltd. of Bolton, Ontario, the 
first Canadian company to become an 
international force in plastics; the ABC 
Group of Toronto, Ontario, whose 
strategic alliances have enabled it to 
establish overseas links in Japan and 
Germany; the Groupe Plastique 


Moderne Inc. of Boucherville, Quebec, 
which carries on its tremendous expan- 
sion in Europe through its subsidiary 
called Frig-O-Seal; or Royal Plastics 
Ltd. of Toronto, Ontario, which has 
transformed itself during the past 20 
years, from a small factory producing 
vinyl window frames, into a group of 
75 companies with 3,000 employees 
and estimated sales of $800 million. Al- 
though these are only some examples, 
they indicate the enthusiasm that one 
has been feeling within the industry. 


The emergence of plastic as a standard 
material is urging scientists to innovate 
in terms of new applications. Canadian 
researcher, Professor Ray Woodhams, 
from the University of Toronto, has 
developed a process of rolling plastic 
at high temperatures and pressures to 
produce a material stronger than steel, 
aluminum or fibreglass. “It’s the most 
significant development in plastics in 
50 years,” says Professor Woodhams. 


Considering the ease with which 
plastic can be molded, the variety of 
shapes and applications is limitless. 
Once painted and welded, plastic 
could represent the only material 
found in auto bodies (from one end 
to the other), electrical housings, food 
containers, furniture, pipes, electronic 
equipment, suitcases, buildings — 
even bullet-proof vests! 


A HELPING HAND 


nan era of globalization, manufactur- 

g industries have no choice but to direct 

| their “activities towards world markets 
ensure expansion. In this regard, the 
federal government expends much effort to 
| increase Canada’s competitiveness through 
_ the acquisition of new technologies. 


Investment Canada, a federal govern- 
| ment agency, acts as an investment 
13 promoter and prospector. In the plastics 
| sector, for example, Investment Canada 
ively supports businesses seeking 


new technologies, either domestic or 
imported, through joint ventures, tech- 
nology transfers, or other forms of 
strategic alliances. 


The Agency offers a wide range of 
services, from performing studies 
which focus on potential investments, 
to planning matchmaking missions, to 
preparing company profiles for one-on- 
one meetings between Canadian and 
foreign firms. 


The federal government has a myriad 
of programs aimed at the manufacturing 
industries to facilitate their task of develop- 
ing and/or acquiring new technologies. 


Among these is the Technology 
Outreach Program (from which the 
Canadian Plastics Institute received 
$1.9 million to operate a five-year 
program to spur technological 
development among Canadian 
plastics companies); the Industrial 
Research Assistance Program (IRAP), 
with its many components including 
the Technology Inflow Program 
(TIP); and numerous programs spon- 
sored by Industry, Science and Tech- 
nology Canada such as the Strategic 
Technologies Program (STP), prin- 
cipally directed at high-tech industrial 
materials, including plastic. 


INVESTING IN CANADA 


INVESTMENT CANADA: AT YOUR SERVICE 


QUESTION: 


We are a Canadian controlled private company which has been contracted by a 
U.S. firm to undertake an R&D project in Canada. We expect the R&D effort will 
require about 10 person-years and involve $100,000 in capital. We have heard there 
is a special refundable tax credit to Canadian companies for research and develop- 
ment undertaken in Canada. Would you please tell us how it works? 


ANSWER: 

Canadian controlled private corpora- 
tions (CCPCs)! can claim a refundable 
tax credit at 35% of eligible R&D 
expenditures under $2 million, and at 
20% for that portion over $2 million. 
The credit is first applied against taxes 
owing; the difference can be refunded 
to the company in most cases. There- 
fore, assuming eligible current expen- 
ditures of $100,000 and 10 person- 
years with salaries of approximately 
$300,000, your company could be 


Small start up or emerging Canadian owned com- 
panies with less than $200,000 in taxable income 
in the previous year may receive a refundable 
investment tax credit (ITC). 


eligible for an investment tax credit 
(ITC) of 35% of $400,000 which is 
$140,000°. 


To qualify for the tax credit, the 
research or experimental development 
undertaken must meet the criteria for 
eligible scientific R&D. In general, 
allowable expenditures are those which 
are directly attributable to the perfor- 
mance of the eligible R&D, such as 
direct salaries and other operating 


2 ae. 
~ The credit is calculated at 35% of these expen- 
ses. However, the program can refund the com- 


pany up to 100% of the ITC attributable to capi- 


tal expenditures to a maximum of $700,000. 


costs, as well as the cost of specialized 
structures and equipment used for 
R&D. Companies claim annually 
when submitting their tax returns. 


For more information please refer 
to these Revenue Canada Taxation 
publications: 


(1 Scientific Research and Experimen- 
tal Development: An Information 
Guide to the Tax Incentive Program. 


1 Tax Incentives for Scientific 
Research and Experimental 
Development. 


C1 Interpretation Bulletin No. IT-151R3, 
Re: Income Tax Act. 


If you have a question in mind 
regarding an investment opportunity 
or a business proposal, contact : 


Investor Services, 
Investment Canada, 
P.O. Box 2800, Station D, 
Ottawa, Ontario. KIP 6AS 
Tel: (613) 996-7874 
Fax: (613) 996-2515 


ABC CONFERENCE 


For the first time in its history, the 


Association of Biotechnology Com- 
panies (ABC) held its annual meeting 
outside of the United States. The con- 
ference, held in Toronto on May 23-25, 
1990, hosted industry leaders from 
Australia, Asia, South America, the 


| Networking at the ABC conference. 


Middle East, Europe, and North 
America, who discussed issues of com- 
mon interest and concern, and shared 
information about critical issues facing 
the biotechnology industry. 


In six years the ABC has established 
itself as an effective force for promoting 
globally the commercialization of 
biotechnology. 


Investment Canada took advantage 
of the forum to organize its Strategic 
Partnering Event, which was developed 
with Industry, Science and Technology 
Canada, External Affairs and Inter- 
national Trade Canada, and the National 
Research Council. 


The Strategic Partnering Event was 
designed to bring together Canadian 
and foreign biotechnology firms 
interested in co-operative activities. 
A total of 37 Canadian and 16 foreign 
businesses responded to Investment 
Canada’s invitation, and 90 company- 
to-company meetings were arranged. 


Investing in Canada is published 
quarterly by Investment Canada, the 
investment development agency of 
the federal government. The mandate 
of Investment Canada is to promote 
investment in Canada, by both 
Canadians and non-Canadians; to 
carry out research and provide policy 
advice on investment matters; and to 
review major foreign investments to 
ensure they are of net benefit to 
Canada. 


Editor-in-Chief — Richard Bégin 
English Writer/Editor — Lillian Rukas 
French Writer/Editor — Vincent Beaulieu 
Production — Bernard Cossais 
Publishing Officer — Suzanne Le Blanc 


Investing in Canada, 
P.O. Box 2800, Station D, 
Ottawa, Ontario. KIP 6AS 

Tel: (613) 995-9525 

Fax: (613) 996-2515 
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At the stroke of midnight, December 31, 
1992, the Single European Act (SEA) 
will come into force. The SEA aims to 
sweep away the remaining obstacles to 
the free movement of goods, workers, 
services and capital within the Economic 
Community, creating a unified common 
market of 325 million consumers. 


European competition may become 
even tougher, but Canadian firms with 
solid business linkages in the C. ommunity 
will benefit in the same ways as European 
firms from the uniform set of business 
standards and procedures. 


In this issue we examine the European 
strategies of two Canadian companies, 
Resource Integration Systems and 
Lavalin, the problems encountered and 
the advice they have for other Canadian 
firms contemplating expansion into 
Europe. And from the other side of the 
Atlantic, Dowty Group explains the 
benefits of investing British pounds in 
Canada. 


EUROPEAN COMMUNITY LAWS: p 
IMPACT ON FOREIGN DIRECT INVESTMENT ee 
ee ener eRe pa me CN 


INSIDE THIS ISSUE 


E uropean Community (EC) regulations have been developed to establish consistency 
across the Community, and to ensure that benefits of the single European market accrue Investment Barometer p.4 
in the first instance to member states. 


While no EC laws have been formulated with the specific intent to either positively Testimonial: Dowty Group PLC p. 5 


or negatively affect foreign direct investment (FDI), certain regulations can influence 
FDI as a result of their very nature and the areas of activity treated. The areas concerned 


Resource Integration 


nab ee À , Systems 20 
are rules of origin, competition policy, company law and state aids. (p.2) V y és 
Promoting LBOE in Europe p.6 
“Information for this article was drawn from various sources, including: : 
teed Ks à The Lavalin Group ae 
Business International, “Implications of a Unified European Market: Part I, Effects on Europe”, a study 
commissioned by External Affairs and International Trade Canada, (Feb. 1989); À 
At Your Service p.8 


Brunsdale, A. and Cass, R., The Effects of Greater Economic Integration Within the European C ommunity on 
the United States, U.S. International Trade Commission, (July 1989); 


Gunter, P., Toward a United Europe: 1992 and Beyond, SRI Intemational, Business International Program, 
Report No. 787, (1990). 
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EUROPEAN COMMUNITY LAWS a (cont'd from p. 1) 


Rules of origin establish the economic 
nationality of a product. Within the EC, 
a product’s origin is important in deter- 
mining its right to move freely without 
customs duties or other import restric- 
tions which are applied to goods origi- 
nating outside the Community. Various 
methods are used to determine origin. 
Two important methods variously define 
origin on the basis of local content or 
on what is called the “last substantial 
process” method. 


Since 1968, the Commission has ad- 
hered to the notion of “last substantial 
process” in determining origin. This 
method, adopted at the international 
level by the Kyoto Convention of 1973, 
establishes that where two or more 
countries are involved in the manufac- 
ture of a product, origin is attributed to 
the country where the last substantial 
operation was carried out. 


In February 1989, however, in a case 
involving the semiconductor industry, 
the EC Commission appeared to shift 
its basis of determining origin to the 
“most substantial process”. There is 
fear that should this ruling be more 
widely applied in the future, it could 
have substantial implications for produc- 
tion and, as a result, for investment of 
foreign firms located in the EC. 


The Commission has rejected the no- 
tion that it had deviated from the last 
substantial process rule. It explains that in 
the three-stage manufacture of inte- 
grated circuits, only one stage (not the 
last) is important enough to qualify as 


“substantial” and therefore be designated 
the last substantial process. 


As a result of this debate, the Non- 
Tariff Measures Negotiating Group of 
the GATT is considering a proposal that 
standards be adopted governing the 
regulation and application of rules of 
origin by members. Currently, countries 
are free to select their own rules of origin 
and consequently a variety of rules 
apply internationally; in some cases, 
countries apply different rules of origin 
in different circumstances. 


Rules of origin and the related issue 
of minimum local content requirements 
are areas of great sensitivity where EC 
member states and various industrial 
sectors (particularly the automotive and 
consumer electronics sectors) periodically 
exert substantial protectionist pressure. 
Their concerns have tended to focus 
particularly on competition from 
Japanese goods and Japanese direct 
investment. 


These concerns prompted the French 
government in 1989 to deny the 
“European” label, and thus duty-free 
entry, to Nissan Bluebird cars of U.K. 
manufacture, and to include them in- 
stead in France’s quota for Japanese 
cars. This action was taken on the grounds 
that the cars did not contain sufficient 
local content. France agreed to allow 
the Nissans entry under the European 
label but only after Nissan undertook 
to increase local content levels. 


Under a new regulation, effective 
September 1990, the EC Commission 


will now have prior authority over any 
proposed concentration of companies 
which would create an undertaking of 
“European dimension”. This regulation 
would involve any takeover, merger 
or joint venture where: (a) combined 
worldwide revenues of the companies 
amount to ECU’ 5 billion (C$7.4 bil- 
lion) or more; (b) combined EC 
revenues of two of the companies in- 
volved amount to ECU 250 million 
(C$370 million) or more; or (c) two- 
thirds of the companies’ EC revenues 
come from more than one of the mem- 
ber states. When threshold levels are 
met, the Commission will have ex- 
clusive jurisdiction over the proposed 
concentration and its decision will be 
binding on member states. 


As a number of member states present- 
ly have laws governing business con- 
centrations, the new EC regulation 
permits them to call upon the Commis- 
sion to apply the regulation on their behalf 
below the stated “European dimension” 
thresholds. It is expected that several 
member states may exercise this right 
where concentrations involving worldwide 
revenues of between ECU 2 to 5 billion 
are in prospect, even if there is no 
downward adjustment of the worldwide 
combined revenues test. 


Legal experts believe the regulation 
may impact upon companies outside the 
EC wishing to do business in the Com- 
munity. For instance, a large merger within 
the U.S., or a takeover by a Canadian 
company of a Swedish company, may 
be reviewed by the Commission if the 
regulatory definitions are met. According- 
ly, non-EC firms increasingly will have 
to consider Community competition 
regulations in making other business 
decisions. (p.3) W 


'See page 8 for a description of the ECU. 
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EUROPEAN COMMUNITY LAWS. a ‘cont'd from p. 2) 


There have already been instances where 
Community law has been applied against 
firms non-resident in the EC. In 1988, an 
EC Court of Justice ruling in the Wood 
Pulp Case upheld the right of the EC Com- 
mission to impose heavy penalties for 
price fixing on firms from Canada, the 
U.S., Sweden and Finland even though all 
these companies were based outside the 
Community with no registered business 
presence within the Community. The 
Court held to be pertinent the fact that 
these companies were competing for busi- 
ness in the Community and that their price 
fixing had a detrimental effect on business 
competition within the Community. 


The EC’s aim in this area is to create 
specifically European legal structures 
which would free EC firms from the 
constraints of 12 distinct legal systems. 
Community action has proceeded on 
two fronts: the creation of a contractual 
instrument called a European Economic 
Interest Grouping, and the framing of a 
European Company Statute. These two 
initiatives promise to provide EC com- 
panies with more efficient methods of 
expanding their operations throughout 
the Community. 


1. European Economic Interest 
Grouping (EEIG) 


This regulation creates an original in- 
strument within which companies in 
different member states can jointly pur- 
sue certain specific activities — such as 
research, purchasing, promotion, dis- 
tribution, etc. — while continuing to 
retain their national legal incorporation 
and economic independence. 


An EEIG is established by contract 
rather than by incorporation, and may 
be formed by companies incorporated 
under the laws of a member state and 
having registered headquarters in the 
EC. Therefore, EC-incorporated sub- 
sidiaries of third-country companies 
may participate in an EEIG, but a non- 
resident parent firm may not. Once 
registered in one member state, an 
EEIG may operate throughout the Com- 
munity without additional registration 
procedures. Profits or losses are trans- 
ferred to its founding companies for 
taxation purposes. 


by merging at least two subsidiaries in 
different member states. 


State aids refer to investment induce- 
ments which member states use to at- 
tract new investment. (This category 
excludes aid to the agricultural sector 
which is administered under the Com- 
mon Agricultural Policy.) During 
1981-1986, the average member state 
expenditure for such purposes was 
equivalent to 3% of GDP. Denmark, 
the Netherlands and the U.K. spent less 
than 2% of GDP for state aid. Greece, 
Germany and France spent the equivalent 
of between 2.5% to 2.7%. Italy and 
Luxemburg were the highest spenders, 
at 5.6% and 6.0% of GDP. 


The “European Company” 
Statute 


This statute proposes to constitute a 
new form of company. When adopted, 
it will allow EC companies to opt for 
incorporation under EC statute rather 
than under member state law. Current- 
ly, expansion-minded companies must 
incorporate full subsidiaries in each of 
the 12 member states and must comply 
with 12 different sets of taxation, reporting 
and labour rules. 


The Commission has indicated that 
state aids must be strictly contained so 
that they do not produce competitive 
distortions which would offset the very 
benefits sought in creating the unified 
internal market. Here, however, the 
Commission faces resistance from 
member states, who value the aids as 
important means of realizing industrial 
and regional policy. 


A “European Company” would operate 
from a single headquarters in any mem- 
ber state and could establish simple ser- 
vice or production units in any other 
member state. Furthermore, while the 
European Company would be subject 
to the tax legislation of the member 
state in which it had its headquarters, 
losses incurred by a subsidiary unit in 
another member state could be offset 
against profits prior to calculating the 
European Company’s tax base. 


Nevertheless, the Commission has un- 
derscored its determination to enforce 
order in this matter. In 1990, the European 
Commission, in two separate actions, 
ordered British Aerospace PLC and 
Renault to pay back C$90.5 million and 
C$1.26 billion, respectively, for unjus- 
tified state aid subsidies advanced by 
the British and French governments. 


A European Company could be estab- 
lished through a merger, through the 
creation of a holding company, or 
through the establishment of a joint 
subsidiary. A company already incor- 
porated under member state law may 
not shed its national incorporation and 
become a European Company. It may, 


however, set up a European Company — Rosemary MacDonald, 


Investment Canada 
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INVESTMENT BAROMETER 


The world’s largest trading region, 
the European Community, will com- 
bine the economies of its twelve mem- 
ber states into one market on Dec- 
ember 31, 1992. The EC has already 
eliminated all internal tariffs and 
adopted one common system of exter- 
nal tariffs. Efforts are well under way to 
eliminate non-tariff barriers, streamline 
decision-making procedures, and har- 
monize regulatory standards. 


In the voluminous amount of literature 
that has been written about the implica- 
tions of 1992, certain themes stand out. 


The emerging single market will 

not automatically dissolve all of 
Europe’s national differences into a 
single homogenized market. There will 
continue to be variations of taste in the 
twelve countries, with buying patterns 
not conforming to any set pattern. 


The new Europe will force drastic 
changes in corporate operations 

and, in many cases, cause the whole- 

sale restructuring of companies and 
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industries through consolidations, 
mergers, acquisitions and joint ven- 
tures. This process is already well 
under way, but will likely become 
more intense as 1992 approaches. 


The European market will be ex- 

tremely competitive after 1992. This 
is not only because European companies 
will be more competitive, but also be- 
cause of the decrease in regulations in 
the market. 


4 | Companies from non-EC countries 
that are solidly established within 
the European Community will be well 
positioned to compete in Europe. They 
could possibly do even better than 
European companies that have, in some 
cases, led fairly sheltered lives because 
of heavily protected national markets. 


Two-fifths of the 279 legislative 
measures needed to eliminate 
European non-tariff barriers have been 
implemented. The measures adopted 
suggest that companies from non-EC 
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countries will be given fair and full 
opportunity to compete in Europe. 


6 | The challenge of 1992 will be 
global as well as continental. By 
creating an integrated market, the EC is 
constructing a framework within which 
European companies can take advantage 
of industrial efficiencies, economies of 
scale, and expanded research and develop- 
ment opportunities in order to compete 

in any market of the world. 


There will be bumps on the road to 

1992. The increased competitive- 
ness and employment gains that are 
promised after 1992 will not come 
about without the rationalization of 
European industry. This rationalization 
will entail the closing of inefficient 
operations and the relocation of sectors 
of the European work force. 


— Geoff Nimmo, Investment Canada 


ECONOMIC OVERVIEW OF THE EUROPEAN COMMUNITY (1989) 
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TESTIMONIAL: “WE INVESTED IN CANADA” 


The Venture 


June 28, 1990 was the official project 
launch of Dowty’s $90 million landing 
gear facility near Montreal, Quebec, 
scheduled to open in spring 1991. 


Products 


Landing systems for large aircraft, 
including Airbus Industrie A330 and 
A340 airliners. 


Size 


The new plant will occupy 180,000 
square feet, and is expected to employ 
350 people. 


Markets 


Dowty Canada is a supplier to British 
Aerospace, Boeing, Canadair, McDonnell 
Douglas, Lockheed, Kaman, Bell, 
Gulfstream, Indal, Oerlikon, Supply 
and Services Canada, and the U.S. Air 
Force. 


Future 


Dowty Aerospace aims to grow into a 
leading supplier in the manufacture and 
support of landing gear, propellers, 
actuation systems and hydraulics. 


Colin Knight carries out final 
fittings on the largest main landing 
gear ever produced for civil aircraft. 

It stands 15 feet 6 inches (4,72m). 


DOWTY GROUP PLC 


Artists impression of Dowty Aerospace’ s new facility near Montreal, Quebec. 
Inset: Tony Thatcher, Chief Executive, Dowty Group PLC (Courtesy of Dowty) 


Dowty has come a long way from the 
small firm founded in a loft by a young 
Cheltenham engineer in 1931. With an- 
nual sales of approximately US$1.2 bil- 
lion — of which 65% is civil based and 
35% defence — Dowty employs almost 
15,000 people around the world. Dowty 
Group now has over 50 operating units, 
in four divisions, based in 13 countries. 
Fifty-eight per cent of Dowty revenue 
comes from sales overseas. 


Dowty’s group of advanced tech- 
nology companies creates innovative 
systems and products in electronics, 
mechanical and polymer engineering. 
Customers are in the aerospace, maritime, 
defence, professional electronics, infor- 
mation technology and automotive 
industries. 


“The competition in aerospace equip- 
ment is relentless,” says Jim Lightfoot, 
Managing Director of Dowty Aerospace. 
“Tt is essential that we refocus our busi- 
nesses to ensure we develop winning 
strategies,” he adds. 


The new Montreal plant provides 
Dowty with the opportunity to increase 
its commitment to British Aerospace on 
the European Airbus programs, and to 
develop the company’s global aerospace 
facilities. The new plant will allow 
Dowty for the first time to offer a com- 
plete range of landing gear from small 


through to the very largest sizes in 
North America. 


Canada was chosen for the site be- 
cause of its good infrastructure for the 
aerospace industry, the logistics of 
source and supply to the European and 
U.S. markets, and the need to protect 
dollar income by manufacture in a 
closely related currency. 


Dowty provides solutions for customers’ 
problems which range from huge land- 
ing gear, to minute but safety-critical 
seals in automotive fuel injection systems; 
and from global computer networks for 
the world’s leading banks to microchips 
which compress vast computer power 
into a few square centimetres. 


In order to respond to changes in 
markets, Dowty has recently launched 
a new corporate identity. The company 
has invested in target areas such as 
North America, Europe and the Far East, 
concentrating, as a global player, on 
four key sectors: aerospace, electronic 
systems, information technology and 
polymer engineering. Under the reor- 
ganization, the common elements of the 
various international companies will be 
combined into new business units. 
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RESOURCE INTEGRATION SYSTEMS 


F ounded in 1977, Resource Integra- 
tion Systems (RIS) is North America’s 
largest and most experienced consult- 
ing firm specializing in solid waste 
reduction and recycling. RIS ranks 22 
on the list of Canada’s 50 fastest growing 
companies (Small Business, May/June 
1990). 


RIS designs and implements waste 
reduction, recycling and composting 
programs that are cost effective and 
environmentally sound. The programs 
have helped industry and government 
resolve waste management issues and 
adapt to rapidly changing environmen- 
tal standards. 


RIS first established a solid base in 
Canada with its highly successful “blue 
box’ curbside recycling program. In its 
pioneering efforts RIS went not to 
government but directly to industry 
to promote the blue box program. 


“In Ontario the consortium that came 
together was made up primarily of the 
soft drink industry and their suppliers,” 
says Damian Bassett, RIS Chief Operat- 
ing Officer. “From there we gravitated 
to the soft drink industries and their sup- 
pliers throughout the U.S., and the next 
logical step was over to Europe.” 


RIS was recently hired by a European 
consortium of multinational firms which 
includes Coca-Cola, Pepsi-Cola, Procter 
& Gamble, Pechiney (one of the 
world’s largest aluminum companies) 
Eastman Chemicals and Heineken. 
“The playing field in Europe is 


Mr. Damian Bassett 


broader,” says Bassett, “because the 
awareness level is broader than just 
the soft drink industry.” 


The concept that RIS is pioneering in 
Europe is the multi-material curbside 
program. The underlying principle of 
the blue box program is that by putting 
all the recycled material in the box, you 
allow the valuable materials to be the 
engine that drives the system. 


“Aluminum is the single most valuable 
material and the one that potentially 
can produce the most revenue,” explains 
Bassett. “If you set up depots for inde- 
pendent redemption of materials, every 
city in the world would have one for 
aluminum, but nobody would want 
plastic or glass.” 


RIS recently opened an office in Brussels 
staffed with one employee, and is expect- 
ing to hire one or two more in the next 
12 months. In addition to dealing with 
the time zone differences which present 


a major “hassle,” RIS has also been 
trying to establish banking relationships 
to ensure efficient transfer of funds. 


“We've got tax people working to 
help us find the most efficient way to 
position ourselves in Europe,” says 
Bassett. “There are some differences 
whether we go over as a branch or as a 
subsidiary. Also, in dealing with multi- 
nationals, we’re not necessarily sure 
that we should be paid in the currency 
of the country in which we operate.” 


“T think firms can nurture relation- 
ships with the Canadian subsidiaries of 
multinationals here in Canada and they 
ought to leverage that to get oppor- 
tunities in Europe or Asia,” advises 
Bassett. 


“The other aspect is the critical need 
for talented local people and I cannot 
overstate the importance of recruiting,” 
says Bassett. “The individual heading 
up our Brussels office happens to be a 
Canadian who was educated in Europe 
and working for an environmental 
consulting firm in the U.K.” 


“We're also actively involved in what 
we call ‘organizational greening,’ explains 
Bassett, “which is helping corporations 
become more environmentally aware. 
It’s a healthy trend, and I think it’s 
going to be the vehicle for significant 
growth here and internationally.” 


Investment Canada, with the German 
Ministry of Science and Technology, 
launched a project under the Canada- 
Germany Science and Technology 
Agreement to explore the potential for 
co-operation in the area of laser based 
opto-electronics. The LBOE project has 
three phases. The first phase involved 
circulating a survey to companies 


actively involved in LBOE. The 
second involved creating a kit to ad- 
vertise Co-operative opportunities that 
exist with Canadian companies. The 
third and on-going phase involves 
efforts to introduce foreign organiza- 
tions to these opportunities. The 
LBOE kit outlines the LBOE business 
opportunities in Canada and offers 


PROMOTING 
LBOE 
IN EUROPE 
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THE LAVALIN GROUP 
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Lavalin was recently ranked first of 
the top 200 international design firms 
in the world, according to a major 
American magazine, Engineering News 
Record. The Lavalin Group now has a 
work force of 7,200 employees and its 
revenues are over a billion dollars. For 
the Group as a whole, exports accounted 
for a total of $600 million. Lavalin 
operates in 70 countries, and Europe 
accounts for 10 per cent of its business. 


The company first entered the interna- 
tional market in 1968 by going to French- 
speaking Africa where it is today the 
number one design firm. In 1983, 
Lavalin bought majority interest in 
Lafarge Etudes, a cement engineering 
firm owned by Lafarge Coppée. Lavalin 
created Lafarge Coppée Lavalin in 
Paris, Coppée Engineering in London, 
along with Coppée Lavalin and Coppée 
Courtoy in Brussels. 


The Paris office, which is a strategic 
centre for Lavalin’s African activities, 
also gives Lavalin a foothold in Europe 
for financing large international projects, 
as well as opening up the Eastern 
European market. 


“Things will be easier because the 
common market will provide a broader 
market for the same company,” says 
Marcel Dufour, President of Lavalin 
International Inc. 


Does Lavalin have any particular 
problems doing business in Europe? “It 
took a bit of time before we could make 
some money,” says Dufour, “but now 


_Teasons why we are a good base for 
North American ventures. It also 
provides profiles of Canadian firms 

_ and research institutes seeking co- 
Operative arrangements with foreign 

_ counterparts. The kit contains 52 com- 
pany and 22 institute profiles, outlining 
the companies’ products and areas of 
expertise, their accomplishments, 


Mr. Marcel Dufour 


everything is going quite well. English 
and French are common languages in 
Europe so we don’t have any problems 
in that way.” 


As Belgium’s prime chemical engineer- 
ing consultant, S.A. Coppée-Courtoy 
N.V., a Lavalin subsidiary, is seeking 
to strengthen its position in the Belgian 
market. During 1989, the firm commis- 
sioned a number of major industrial 
installations, including a chocolate 
manufacturing unit in Brussels; a vinyl 
chloride recovery plant; and a power 
plant and aniline production facilities 
in Antwerp. 


The firm also carried out several 
studies, including projects for the 
proposed Brussels and Antwerp metro, 
NATO headquarters, a munitions dis- 
mantling unit and the administration 
building of the European Common 
Market. 


Dufour admits that one of the reasons 
Lavalin bought in Europe was to gain 
experience in new fields. “These com- 
panies were doing engineering projects 
for fertilizer plants, pharmaceutical 
plants, and chemical plants in Belgium, 
and for the petroleum industry in the 
North Sea which we didn’t have the 
expertise to do over here in Canada.” 


On the other hand, Lavalin’s 
Canadian expertise has opened up other 
market opportunities. Dufour says 
Lavalin was invited into the Soviet 
Union because one of its Alberta-based 
companies was experienced in drilling 
for gas in permafrost. Lavalin has just 
completed a half billion dollar project 
in the Soviet Union, connected to the 
petroleum industry. 


Lavalin sees the integration of the 
European market in 1992 creating huge 
growth in communications and transpor- 
tation, and is preparing to go into urban 
transport in a big way. The company 
also sees tremendous growth prospects 
in cross-border projects, such as the 
Channel tunnel. 


Mr. Dufour has this to say to Canadian 
companies who are contemplating ex- 
panding into Europe: “It’s time to go! 
There will be a tremendous market over 
there, and quite a few projects in the 
next while.” 


future products and research aspira- 
tions. They also indicate the forms of 
business co-operation that are being 
offered to or sought of the European 
firms. Investment Canada’s industry 
consultant, Dr. Gregg Van Volkenburgh, 
has met with 27 European firms con- 
cerning a range of agreements, which 
include selling each other’s products, 


joint product development and co- 
operative research. This fall, Dr. Van 
Volkenburgh will return to Europe to 
continue promoting the LBOE industry 
in Britain and Germany, Italy, Austria and 
the Netherlands. For more information 
call James Holloway at (613) 995-9617. 


a 2 


INVESTMENT CANADA: AT YOUR SERVICE 


QUESTION: 


My company is considering the possibility of entering into a strategic alliance with 
a European partner where we would manufacture his product for the North American 
market and he would manufacture ours for the European market. How would our business 
arrangement be affected by fluctuating European currency rates? 


ANSWER: 


The establishment of the European 
Monetary System (EMS) in 1979 was 
designed to create a zone of monetary 
stability to minimize the wild currency 
fluctuations that had impeded trade and 
discouraged European firms from un- 
dertaking major investment projects 
across national borders. 


The EMS is based on a system of 
fixed but adjustable exchange rates, 
resting on a variety of intervention and 


[ NAT 
VALUE OF THE ECU 


The ECU is the sum of 
the following currencies 


German Mark (DM) 0.719 

Pound Sterling (UKL) 0.0878 

French Franc (FF) 1.31 

Italian Lira (LIT) 140 P- 

Dutch Guilder (HFL) 0.256 | ue ‘A 

Belgian Franc (BFR) 3.71 ia 
‘a | 

Luxembourg Franc (LFR) 0.14 | 

Danish Krone (DKR) 0.219 

Irish Pound (IRL) 0.00871 


Greek Drachma (DR) 1.15 | 


One ECU comprises the following 


percentages of national currencies 


4 DKR 
2.79 


FF UKL 
11.97 


LIT 


HFL pL LFR 744 
11.04 113 0:33 


credit mechanisms. Central banks must 
intervene if the currencies threaten to 
move beyond margins that are set 
around these rates. The core of the 
EMS is the European Currency Unit 
(ECU). 


The ECU is a “basket” of specified 
amounts of each EC currency. The 
ECU basket is not an abstract idea,since 
it is composed of actual amounts of 
member states’ currencies. Contained 
in this basket are the German mark, 
British pound sterling, French franc, 
Italian lira, Dutch guilder, Belgian 
franc, Luxembourg franc, Danish 
krone, Irish pound and Greek drachma. 
The Portuguese escudo and the Spanish 
peseta are not yet included. 


The ECU’s value is determined by 
using the current market rate of each 
member currency. In addition to its 
functions within the EMS, the ECU 
is the Community’s accounting unit. 


It is also becoming increasingly 
popular as a private instrument. There 
are ECU-dominated travellers’ cheques, 
bank deposits and loans, and the ECU 
is beginning to be used in business as a 
currency for invoicing and payment. 


If you have a question in mind regarding 
an investment opportunity or a business 
proposal, contact: 


Investor Services, 
Investment Canada, 
P.O. Box 2800, Station D, 
Ottawa, Ontario. KI1P 6AS 
Tel: (613) 996-7874 
Fax: (613) 996-2515 


: Investing in Canada is published : 


quarterly by Investment Canada, 


the investment development agency 


of the federal government. The 
mandate of Investment Canada is 


to promote investment in Canada, 
by both Canadians and non- 


Canadians; to carry out research 
and provide policy advice on in- 


vestment matters; and to review 


major foreign investments to ensure 


they are of net benefit to Canada. 


Editor-in-Chief — Richard Bégin 
English Writer/Editor — Lillian Rukas 
French Writer/Editor — Vincent Beaulieu 

Production — Bernard Cossais 


Publishing Officer — Suzanne Le Blanc 


Cover Design — Daphné Robert 


Investing in Canada, 
P.O. Box 2800, Station D, 
Ottawa, Ontario. KIP 6AS 

Tel: (613) 995-9525 

Fax: (613) 996-2515 
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Tnitial talks are currently under way 
on a trilateral free trade agreement in- 
volving Canada, the United States and 
Mexico. More formal negotiations, 
which will concern the scope, elements 
and procedures of the proposed a gree- 
ment, are anticipated to begin in May 
1991. Our feature article, Canada — 
U.S.A. — Mexico: A New FTA?, ex- 
amines the levels of economic activity 
among the three nations, and offers in- 
sights into the economic arguments for 
and against a North American free 
trade zone. 


As well, the article entitled: Experts 
Talk About Foreign Investment and 
Technology, offers highlights of a con- 
ference hosted in September by Invest- 
ment Canada. Economists from 
Canada, the U.S., Britain and Sweden 


presented papers on various aspects of 


foreign investment and technological 
development from which a book will 
be published in the spring of 1991. 
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CANADA - U.S.A. - MEXICO: A NEW FTA? a (cont'd from p. 1) 


There is some controversy as to 
whether Canada should enter the 
trilateral free trade talks involving 
Canada, the United States and Mexico. 
While certain people believe that such 
an agreement would cost Canadian 
workers their jobs, this argument is 
countered by those who believe it 
would lead to a substantial expansion 
of economic growth in Mexico. This, in 
turn, would generate strong growth in 
the import demands of Mexico’s large 
and expanding market, and the conse- 
quent trade-generating effects of these 
developments would benefit all 
partners in the trilateral agreement. 


The impetus for the free trade discus- 
sions came from Mexico, which 
proposed free trade negotiations to the 
United States in March 1990. Mexico is 
the United States’ third most important 
trading partner after Canada and Japan, 
while the U.S. 1s overwhelmingly 
Mexico’s most important trading 
partner. 


Almost three-quarters of Mexico’s 
exports go to the U.S., with a slightly 
larger proportion of imports coming 
from that country. The U.S. also ac- 
counts for two-thirds of the estimated 
$32 billion of foreign direct investment 
in Mexico. It is estimated that Mexicans 
hold assets in the U.S. ranging from 
$47 billion to $94 billion. 


The large amount of economic ac- 
tivity between Mexico and the United 
States makes the desire for closer 
economic integration obvious. How- 
ever, the reasons for Canadian involve- 
ment in these discussions are more 
complex. 


Canada and the U.S. are each 
other’s largest trading partners, with 
approximately $200 billion annually 
crossing the border in two-way trade. 
Cross-border investment is also substan- 
tial. At year end 1989, American direct 
investments in Canada amounted to 
approximately $79 billion, the largest 
concentration of American direct 
investment in any host country. The 


U.S. ranks as the favourite destination 
of Canadian investors, with more than 
70 per cent of the Canadian direct in- 

vestment abroad being invested in the 
American market. 


By contrast, the amount of trade 
and investment between Canada and 
Mexico is very limited. Although 
Mexico is Canada’s leading trade 
partner in Latin America, less than half 
of one per cent ($588 million) of total 
Canadian exports are destined for the 
Mexican market. Imports from Mexico 
to Canada are $1.6 billion, or a mere 
one per cent of total Canadian imports. 


The level of bilateral direct invest- 
ment between the two countries is also 
very small. Mexican investments in 
Canada are virtually non-existent, while 
the stock of Canadian direct investment 
in Mexico accounts for only $424 million, 
or 1.5 per cent of foreign direct investment 
in Mexico. 


This is a situation, however, where 
trade and investment figures do not tell 
the entire economic story. The most 
compelling reason for Canada to be- 
come involved in a trilateral free trade 
agreement concerns the future. Mexico 
has the potential to become an impor- 
tant market for Canada. It is estimated 
that Mexico’s population will reach 
100 million by the end of the century. 


Sweeping economic reforms, notably 
liberalization of its trade and invest- 
ment regulations, could propel Mexico 
towards the remarkable achievements 
in economic growth similar to those 
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attained by certain Southeast Asian 
countries in the 1970s and 1980s. For- 
mulation of a North American free 
trade agreement would gain Canadian 
exporters access to the Mexican 
market, while helping Mexico achieve 
economic liberalization and expansion. 


For Canada, the creation of a North 
American free trade zone would add to 
the large and secure Canada-U.S. trad- 
ing system. With the inclusion of 
Mexico, the market for Canadian 
producers would increase from 272 mil- 
lion customers to almost 360 million, 
almost three times the size of Japan’s 
domestic market of 123 million cus- 
tomers and larger even than the EC’s 
market of 326 million. A September 25, 
1990 Financial Post editorial puts the 
matter in perspective: 


“It has been said that the foreign 
policy of states lies in their geography. 
One overwhelming reason for proceed- 
ing with a North American free trade 
area is proximity. What more obvious 
place to increase trade flow than on a 
continent with relatively low transporta- 
tion costs and a communications 
network of rail, road, air and tele- 
communications....” 


The major argument of those in op- 
position is the loss of Canadian jobs to 
Mexico that would supposedly occur 
after the signing of such a trilateral 
agreement. Critics fear that Mexican 
hourly wage rates of about $1.50 would 
lure companies to close operations in 
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Canada and open production facilities 
in Mexico. 


But this flow of Canadian jobs to 
Mexico would be unlikely to occur. 
While Mexico is a low wage country, it 
is also a very low productivity country. 
Unit labour costs in Mexico are high, 
except in those firms where modern 
management techniques and modern 
capital equipment can offset the lack 
of skills of the labour force. 


Low wages are only one of the factors 
that a company considers when making 
a locational decision. Factors that are 
equally important are the economy’s 
overall efficiency, the educational level 
of the labour force, the quality of 
management, the efficiency of the 
transportation system, and the political 
stability. Canada becomes an attractive 
location when these factors are entered 
into the equation since it offers a highly 
skilled labour force, a highly competent 
and motivated managerial class, a 
modern economic structure, an efficient 
financial system and a stable political 
environment. 


Aside from the advantages of entering 
into a North American free trade agree- 
ment, there are dangers to note in not 
participating. If the U.S. and Mexico 
sign a free trade agreement, and Canada 
is not a signatory, substantial trade and 
investment diversion could be ex- 
pected. American goods would have 
duty-free access to both Mexican and 
Canadian markets, while Canadian and 
Mexican goods would have duty-free 
access only to the American market. 


Firms wanting to serve all three 
markets would be attracted to the U.S. 
as the only location having access to all 
three parts of that market. This would 
be a particularly strong incentive for 
multinationals deciding on locations 
from which to service the entire market. 


Richard Lipsey, one of Canada’s most 
respected economists, wrote a commen- 
tary for the C.D. Howe Institute en- 
titled: “Canada at the U.S./Mexico Free 
Trade Dance: Wallflower or Partner”. 
In this August 24, 1990 article, Dr. Lip- 
sey argues that Canada’s own interests, 
and the cause of free trade among the 
countries of the western hemisphere, 
would be well served by Canadian par- 
ticipation in the free trade talks. It 
would set western hemisphere trade 
arrangements on a course toward 
“plurilateral regionalism” in which all 
countries would bargain together, and 
have equal access to the markets of all 
participants. 


This would be far preferable to the 
“hub and spoke” model, in which the 
U.S. would negotiate separate agree- 
ments with each partner, making it the 
only country with tariff-free access to 
each market, thus gaining far greater 
bargaining power. 


The U.S. and Mexico are committed 
to proceeding towards a free trade 
agreement. Any negotiations leading to 
a free trade agreement between the U.S. 
and Mexico will inevitably have direct 
and indirect effects on Canada whether 
Canada participates or not. Canadian 
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participation in the free trade talks will 
permit Canada to influence the course 
of trade and investment flows among 
the three countries. Access to the 
Mexican market will offer Canadian 
companies further incentives to special- 
ize and benefit from economies of 
scale in production, distribution and 
marketing, all elements of an increased 
competitiveness. 


While many Canadians may be con- 
cerned that the extension of the free 
trade agreement to include Mexico 
might lead to job losses, the ultimate 
outcome should, in fact, be better job 
and income prospects for all par- 
ticipants to the trilateral free trade 
agreement — including Canadians. 


— Geoff Nimmo, Investment Canada 


Geoff Nimmo is a senior policy 
analyst with the Investment 


Research and Policy Division 
of Investment Canada. 


EXPERTS TALK ABOUT FOREIGN INVESTMENT AND TECHNOLOGY 


“The number of acquisitions of Canadian high-tech businesses that we have dealt 
with represents a very small fraction of our total caseload. But they have accounted 
for a disproportionately large part of our review activities and effort. This should not 
be too surprising. In a world where a country’s capability in the field of high technol- 
ogy is a key to its international competitiveness, the acquisition of indigenous high- 
tech companies is of more than passing interest. The Canadian public has a vested 
interest in the future of such companies.” 


Paul Labbé, President, Investment Canada 


“The perspective on foreign direct investment has shifted to those firms which 
develop technology indigenously. This shift in emphasis from inward technology 
transfers to outward technology flows is relatively new for Canada.” 


Richard Harris, Simon Fraser University 


“Multinationals will locate research facilities in countries with similar fields of tech- 
nological competence. By this means, the firms are better able to integrate their own 
unique technological characteristics with local systems and to more effectively transfer 
the fruits to other parts of their international network.” 


John Cantwell, University of Reading 


“Canada is one of the countries with the highest share of technological activities 
undertaken by the “other” category, that is: non-giant firms, government agencies and 
individuals.” 


Pari Patel, University of Sussex 


“The Swedish Government has, for a long time, supported firms to undertake R&D 
in Sweden. At present, Sweden has the highest R&D expenditures in per cent of value 
added in the world. The result of this policy is, so far, rather bleak. There has been no 
shift towards exports of high-tech products in Sweden since 1970.” 


Magnus Blomstrém, Stockholm School of Economics 


“The social rate is the rate of return to the use of R&D capital in society, while the 
private rate is the return to the performance of R&D capital accumulation. Studies 
dealing with U.S. and Canadian firms and industries all show that the social rate of 
return exceeds the private rate. Therefore, there are significant spillovers associated 
with R&D capital formation.” 


Jeffrey Bernstein, Carleton University 


More than a dozen leading 
economists presented papers on 
foreign investment and technology 
at a conference sponsored by Invest- 
ment Canada on September 6 and 7. 
The results will be published in the 
spring of 1991. 


“This project was inspired by foreign 
takeovers of Canadian high-technol- 
ogy firms which have recently 
generated a great deal of public con- 
troversy,” said Alan Nymark, the Ex- 
ecutive Vice-President of Investment 
Canada, in his opening remarks, “for 
example, the Connaught-Mérieux case, 
and now the sale of de Havilland.” 


Globalization has also radically 
changed the environment in which 
these takeovers are taking place. 
Today, the prime agent is the global 
corporation which operates in world 
markets. Technology and investment 
are the driving forces. 


The race for the technological fron- 
tier has become a central part of the 
globalization process. Multinational 
corporations not only have to invest in 
the markets where they wish to trade, 
but they must also conduct R&D in 
markets recognized for their tech- 
nological advantages. 


“The fundamental issue is that in 
Canada the relatively poor record of 
technology development is often laid 
at the door of the foreign multination- 
al,” said Alan Nymark. “But the 
evidence has tended to show just the 
opposite — that access to the technol- 
ogy possessed by the multinational 
and the productivity gains bring major 
benefits to the host country.” 


In this era of globalization, foreign 
direct investment to both the U.S. and 
Canada is twice what it was a decade 
ago. Canadian direct investment abroad 
has also expanded rapidly in the 1980s _ 
and faster than direct investment 


coming to Canada. 


FOREIGN INVESTMENT 


Don McFetridge of Carleton Univer- 
_ sity was selected as the conference co- 
ordinator. Economists from Canada, the 
U.S., Britain and Sweden were chosen 
_to present papers on various aspects of 
_ foreign investment and technological 
_ development. They made short presenta- 
tions outlining their papers, which were 
_ followed by commentaries from expert 
_discussants. Over 50 people attended 
_ the conference from the private and 
_ public sectors. 


A number of major themes emerged. 
As a small country, Canada is undoub- 
tedly a large net beneficiary from 
oreign direct investment and it will 
likely remain so. Canada can benefit 

from productivity gains arising out 

of the acquisition process and from 

so-called “R&D spillovers” that are 

transferred from foreign affiliates to 
_ Canadian industries. 


Several authors remarked that foster- 
_ ing competition is the key. Through 
competition, the domestic market can 
Capture the productivity and spillover 
benefits from foreign direct investment 
in Canada. Thomas Kierans, President 
of the C.D. Howe Institute, emphasized 
that Canada “should concentrate on 
_ developing human skills and unshack- 
ling universities to become centres of 
research excellence”. 


Richard Harris, of Simon Fraser 
University, added the importance of 
“access to foreign markets, which will 
counter the small size of Canada’s own 
market, and an efficient capital market 
that gives Canadian firms financing at 
internationally competitive rates”. 


- John Knubley, Investment Canada 


John Knubley is Director of Invest- 
ment Research for Investment Canada. 
Queries regarding the conference 
should be directed to Mr. Knubley at 
(613) 995-7077. 


INVESTING IN Canapa 


AND TECHNOLOGY A (cont'd from p. 4) 


“Canadian affiliates will have more freedom in the 1990s to define their strategic 
roles within the multinational enterprise. However, this implies more choices and the 
ability to make these preferences heard. The information technology revolution has 
already led to downsizing and restructuring. It will be essential for Canadian firms 
to identify and strengthen their firm-specific advantages.” 


Lorraine Eden, Carleton University 


“Turnover activity (i.e. acquisitions, divestitures, openings, closings and expansions) 
in high-tech industries is large and important. Although this sector is concentrated and 
foreign-controlled, there is almost as much turnover here as elsewhere; and, the 
merger process produced large productivity gains. This should not be Surprising. It 
is in high-technology industries where the possession of an intangible asset is most 
likely to lead to such gains.” 


John Baldwin and Paul Gorecki, Statistics Canada 


“Significant foreign investment signals the inability of U.S. high-tech firms to grow 
to maturity without infusion of capital and other resources from elsewhere. The solution 
lies not in impeding the flows of foreign investment, but in building the infrastructure 
— education, skills, savings, employee commitment and the like.” 


David Teece, University of California, B erkeley 


“While theoretical rationales exist for government intervention into the foreign 
acquisition process, compelling arguments suggest that such intervention can reduce 
the economic welfare of Canadians. We better £0 very slowly before we start rejecting 
or trying to raise the price of acquisition of high-tech companies.” 


Steven Globerman, Simon Fraser University 


“It has proven difficult in Canada to introduce changes to meet the Japanese competi- 
tion in the automobile industry because it is not simply a matter of introducing new 
technology. Rather it requires company-wide changes, including fundamental new 
attitudes, skills and behaviours. Substantial learning is taking place in the Canadian 
automobile industry but there are difficulties in labour-management relations and the 
educational infrastructure.” 


Bernard Wolf and Glen Taylor, York University 


“Entry of foreign subsidiaries at an early stage of the technological cycle offers 
better chances for success than at a later stage when the technology is relatively stand- 
ardized. It took 40 to 50 years for a Canadian aircraft industry to consolidate itself. 
We are only now reaping the benefits from foreign subsidiaries coming to the country 
in the 1920s.” 


Chris DeBresson, et. al., 
Centre for Research on the Development of Industry & Technology, 
University of Quebec at Montreal 


“We need to explore some further areas in the high-tech takeover process: the role of 
arbitragers, the cost of equity capital, the costs of foreign state-owned firms acquiring 
Canadian high-tech firms, the implications of oligopoly ‘rents’ accruing to labour 
rather than capital, and how technology can be path-dependent with enormous long-term 
consequences.” 


Richard Lipsey, Simon Fraser University 


INVESTING IN CANADA 


INVESTMENT BAROMETER 


The second anniversary of the 
Canada-U.S. Free Trade Agreement 
(FTA) has arrived. With Canada’s 
decision to participate in discussions 
with Mexico and the U.S. concerning a 
trilateral free trade agreement, it 1s ap- 
propriate to examine what has occurred 
since the FTA was implemented on 
January 1, 1989. After just two years of 
operation any conclusions concerning 
the FTA cannot be definitive. What can 
be seen, are in- 


direct investment abroad, there was a 
net outflow to the U.S. of $3.9 billion 
in 1988, and $2.3 billion in 1989. 


An important element of the FTA is 
the confidence that business has in it. 
Canadian manufacturers increased their 
capital expenditures from $17.7 billion 
in 1988 to $20.3 billion in 1989, an in- 
crease of 14.7%. A further increase of 


dicators as to the 
eventual success of 
the agreement. 


NEW CAPITAL EXPENDITURES IN MANUFACTURING 


According to trade 
and investment 
figures, the FTA had 
a quiet but effective 
first two years. 
Canadian merchan- 
dise exports to the 
U.S. increased from 
$102.6 billion in 1988 
to $106.1 billion in 
1989, a rise of 3.4%. 
While this figure is 
lower than the 4.1% 
increase in Canadian 
exports to the U.S. 
from 1987 to 1988, 
it is perhaps more im- 
pressive considering 
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items covering approximately $3 bil- 
lion of Canadian exports to the U.S., 
and roughly the same amount of im- 
ports from the U.S. A second round of 
tariff accelerations is now being dis- 
cussed, with implementation expected 
by July 1, 1991. This is a clear indicator 
the business community believes there 
are benefits in having a border with no 
tariffs. 


Settling trade dis- 


putes through FTA 
procedures has been 
well received. Thir- 
teen challenges have 
been requested 
under the review 
mechanism that 
covers anti-dumping 
and countervailing 
duty matters. There 
will be cases where 
the Canadian posi- 
tion is considered 
right, and cases 
where it will not. 
The important point 
is trade disputes are 
being examined 
expeditiously, in a 
structured and im- 


the rise in the 
Canadian dollar. With 
the 1990 three-quarter 
merchandise export 
figure at $81.8 billion, 
there is every likeli- 
hood of a similar 
increase for 1990. 


Canada and the U.S. are important 
sources of direct investment in each 
other’s economies. The U.S. accounts 
for 68% of the stock of foreign direct 
investment (FDI) in Canada, while 
Canada remains the fourth largest 
source of FDI in the U.S., at 8% of the 
total. In 1988, there was a net inflow of 
FDI to Canada from the U.S. of $148 
million, with this figure increasing to 
$1.2 billion in 1989. For Canadian 


* Preliminary Actual 


10 12 14 16 18 20 


Source: Statistics Canada, Private & Public Investment in Canada 


10.8% is forecast for 1990. Much of 
this spending increase is for plant and 
equipment, indicating businesses’ con- 
fidence in the future, and their recogni- 
tion that improved productivity is 
necessary to compete in American and 
overseas markets. 


In response to both the Canadian and 
American business communities, tariff 
elimination was accelerated on 400 


** Intentions at the start of 1990 


partial format. 


The prospects for 
long-term benefits 
from the FTA are 
significant. The 
agreement provides 
a necessary guaran- 
tee that our border 
will remain open to 
trade in both goods and services, with 
unimpeded direct investment flows, 
allowing businesses to plan strategies 
based upon servicing the whole North 
American market. The more secure 
the economic linkages, the greater the 
benefit to both parties. 


— Geoff Nimmo, Investment Canada 


INVESTING IN Ca 


TESTIMONIAL: “WE INVESTED IN CANADA” 


The Venture 


March 1990 was the official opening 
of the US$2 million Advanter facility 
in Richmond, British Columbia. The 
new facility is a division of Raychem 
Canada, a subsidiary of Raychem 
Corporation of Menlo Park, California. 


Products 


Aluminum and stainless steel connec- 


tor accessories for the wiring harness 
business. 


Size 


This state-of-the-art machining centre 
will occupy 20,000 square feet, and is 
expected to create 45 to 50 new jobs 
within the next five years. 


Markets 


Aerospace, automotive, construction, 
electronics, defence and telecom- 
munications industries, worldwide. 
Raychem Canada is a major supplier 
of wire, cable and connector accessory 
parts to Saint John Shipbuilding. 


Future 


The intention is to supply Raychem’s 
worldwide market needs from Canada. 


Robert J. Saldich, President and 
CEO of Raychem Corporation, 
Menlo Park, California. 


RAYCHEM CORPORATION 
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Advanter’ s computerized system requires minimal set-up by employee, 
Pat McFadden. Inset: Specialized adapters produced by Advanter. 


In 1987, Raychem Corporation of 
Menlo Park, California set up a distribu- 
tion and warehouse facility in British 
Columbia, and by May 1989, decided 
that Richmond, B.C. would be the 
home of Advanter. The Advanter 
facility, a highly automated, state-of- 
the-art machining centre, is the first 
major high-technology investment in 
B.C. by a California company. 


In the past, Raychem purchased con- 
nector accessories from a number of 
outside manufacturers who found it in- 
creasingly difficult to meet Raychem’s 
price, quality and delivery needs. Due 
to the highly differentiated nature of the 
wiring harness business, the adapters 
for these connectors must conform to a 
large variety of sizes and specifications. 


Quality is also a crucial factor since 
the wiring harnesses on which the con- 
nector accessories are used are key 
components in complex applications, 
such as fighter and commercial aircraft, 
nuclear submarines, high-speed trains, 
military fire control systems and 
automotive braking systems. 


Raychem needed fast, competitively- 
priced delivery of many small orders 
of connector accessories. Since 60 per 
cent of its orders are for 10 or fewer 
connectors, this involved many time- 
consuming production line changeovers, 


which often resulted in long lead times. 
Raychem’s answer was to create Ad- 
vanter to accommodate short produc- 
tion runs and minimize downtime for 
production line changeovers. 


Jain McLean, Advanter’s General 
Manager, explains that back in 1982, 
prior to the company’s decision to 
manufacture its own connector acces- 
sories, the company had been seriously 
looking for a manufacturing site in 
Canada and the Vancouver area was 
a favoured contender. 


“The area has an attractive lifestyle 
similar to California’s,” says McLean. 
“There is a large pool of skilled labour 
and several internationally-known 
universities and training institutions 
eager to establish ties with local high- 
technology companies.” 


“The great majority of these connector 
accessories will be exported and the in- 
tention is to supply Raychem’s world- 
wide market needs from Canada,” says 
McLean. “The new plant is already sup- 
plying 25 per cent of Raychem’s world- 
wide market for connector accessories. 
It’s an ever-changing market with major 
applications in the aviation, telecom- 
munications, and many other very large 
and important industries.” 


INTER COMM 90 


INTER COMM 90, the Global 
Telecommunications Congress and 
Exhibition, took place in Vancouver in 
October 1990. Investment Canada, 
together with Western Economic 
Diversification Canada, and Industry, 
Science and Technology Canada 
(ISTC), organized a breakfast briefing 
to promote joint ventures and strategic 
alliances between Canadian and foreign 
firms. 

Mike Pascoe, Vice-President and 
General Manager of Newbridge 


Networks Corporation, provided 
an overview of the Canadian 


telecommunications industry, followed 
by representatives of nine Canadian 
firms who presented overviews of their 
companies, major products and markets 
with hopes of attracting foreign 
partners. 


The telecommunications industry has 
been identified by Investment Canada 
and ISTC as having high potential for 
attracting investment, particularly from 
the U.S. The event was one in a series 
of Investment Canada projects designed 
to increase investment in Canada’s 
telecommunications industry. 


INVESTING IN CANADA 


Mike Pascoe, V.P. and General 
Manager of Newbridge Networks 
Corp., addresses audience. Seated is 
moderator, Audrey Turner, Senior 
Investment Program Manager of 
Investment Canada. 


INVESTMENT CANADA: AT YOUR SERVICE 


QUESTION: 


Our shareholders invested $2 million 
over the last three years to develop a 
laser digitizer which remarkably 
reduces the time required to design 
manufactured products and to verify 
the quality of finished products. A U.S. 
manufacturer, who has been testing our 
product, has said they will place a large 
order within the next few months. Our 
shareholders, however, are reluctant 
to make further investments and our 
search for venture capital in Canada has 
been unsuccessful. Can you assist us in 
locating potential investors? 


ANSWER: 


Your problem is typical to many small, 
single product technology companies. 
Investors, whether venture capitalists or 
private parties, are reluctant to invest in 
single product technology companies. 
They prefer more mature companies 
with a proven management team and an 
established and varied product base that 
has been tested and accepted in the 
marketplace. 


It is possible that your company needs 
more than capital. It might need ex- 
perienced management with capabilities 
in marketing, distribution and financial 
planning. Investor Services can assist 


you in finding corporate investors with 
these capabilities. We would search 
corporate technology data bases in 
Canada and the U.S. to identify com- 
panies with complementary products 
and technologies. 


In conjunction with ISTC sector 
specialists and investment counsellors 
abroad, we would profile these compa- 
nies to determine the likelihood of their 
interest in investing in your company. 
These investors could also provide an 
established network of distributors to 
access international markets, and would 
have the proven marketing and finan- 
cial expertise to direct your company 
through a period of rapid growth. 


We would suggest this is the most 
likely method of successfully obtaining 
the investment, whether it be capital, 
market knowhow or technology 
development. 


If you have a question in mind regarding 
an investment opportunity or a business 
proposal, contact: 


Investor Services, 
Investment Canada, 
P.O. Box 2800, Station D, 
Ottawa, Ontario. KI P 6AS 
Tel: (613) 996-7874 
Fax: (6013) 996-2515 


Investing in Canada is published 
quarterly by Investment Canada, 
the investment development agency 
of the federal government. The 
mandate of Investment Canada is 
to promote investment in Canada, 
by both Canadians and non- 
Canadians; to carry out research 
and provide policy advice on in- 
vestment matters; and to review 
major foreign investments to ensure 
they are of net benefit to Canada. 


Editor-in-Chief — Richard Bégin 
English Writer/Editor — Lillian Rukas 
French Writer/Editor — Vincent Beaulieu 
Production — Bernard Cossais 


Publishing Officer — Suzanne Le Blanc 


Investing in Canada, 
P.O. Box 2800, Station D, 
Ottawa, Ontario. KIP 6AS 

Tel: (613) 995-9525 

Fax: (613) 996-2515 
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INVESTING IN CANADA 


ee es ee 
A NEWSLETTER ON CANADA'S INVESTMENT CLIMATE 
ee DeUUNS 


Vol. 4, No. 4 — Spring 1991. 


The Environmental Choice Program was created by the Government of Canada to 
help consumers find products which ease the burden on the environment. Goods 
and services which meet the criteria are identified by the EcoLogo. The three 
stylized doves symbolize government, industry and consumers working together. 


F or the sixth year in a row, Investment Canada represented the Government of 
Canada at the World Economic Forum’s annual symposium at Davos, Switzerland. 
Designed to develop and maintain individual and corporate contacts at the highest 
levels of business and government, the symposium hosted world leaders from the 
economic, business and financial sectors. 


The economy and the environment was the theme of the address by Gro Harlem 
Brundtland, Prime Minister of Norway, at the closing plenary session. “We need 
short-term measures and consistent, long-term strategies, based on the recognition that 
economy and ecology are indeed one issue,” she said. 


Brundtland, past Chairman of the World Commission on Environment and Develop- 
ment, stated that “energy, environment and development are inextricably linked”, and 
acknowledged that if we are to rebuild the world economy, and update our industrial 
structures, we must be guided by global environmental principles. 


“We need economic and financial facilities that allow the transfer of the best avail- 
able technology,” said Brundtland. “Financial institutions, such as the European Bank 
for Reconstruction and Development will have an important role to play in forging 
economic incentives which integrate environmental concerns.” (p.2)V 


In recent years there has been global 
recognition of the mounting harmful 
effects and economic costs associated 
with the environmental degradation of 
our planet. As environmental aware- 
ness increases, there are pressures on 
governments and industries to adopt 
the concept of sustainable development. 


Consumers and investors are learnin g 
to wield their economic clout, forcing 
more and more companies to recognize 
the importance of their image in the en- 
vironmental debate. Those which target 
their products and services towards im- 
provement of the environment have 
very strong earning potential in the 
years ahead. 


We focus on the newly-emerging en- 
vironmental industry in Canada, and 
the many and varied investment oppor- 
tunities which exist in this area. We 
also offer profiles of five firms taking 
advantage of the “green movement” 
towards environmental responsibility. 
The message is becoming clear: invest- 
ing in the environment is good business. 
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INVESTMENT INVESTISSEMENT 
CANADA CANADA 


INVESTING IN THE ENVIRONMENT A (cont'd from p. 1) 


Underlying Brundtland’s message 
was the concept of sustainable develop- 
ment. In essence, sustainable develop- 
ment seeks to balance economic 
development and environmental protec- 
tion. In Canada, the National Round 
Table on the Environment and the 
Economy (NRTEE) was created by 
Prime Minister Mulroney in October 
1988 to focus on the implementation of 
sustainable development. In the opinion 
of the NRTEE, sustainable develop- 
ment and national competitiveness go 
hand in hand. 


“Sustainable development is not simp- 
ly a matter of environmental policy,” 
said Dr. David Johnston, past Chair of 
the NRTEE. “It is a recognition that if 
we continue human activities in their 
current direction, we will lose not only 
our environmental quality, but we will 
lose our economic progress as well.” 


ENVIRONMENTAL 
INDUSTRY 


Cleaning up the environment is not 
only a challenge but an important op- 
portunity for Canada. The environmen- 
tal technology industry is among the 
fastest-growing areas of the Canadian 
economy, and will play an increasing 
role in positioning Canada favourably 
in highly competitive world markets. 


Tremendous opportunities exist for 
Canadian companies and entrepreneurs 
to develop and sell new environmental 
technologies. Good engineering design 
and high calibre operating management 
are key elements to commercial 
viability, and to achieving a good en- 
vironmental record. Canada’s world 
recognized consulting engineering sec- 
tor is a major asset as we strive for our 
environmental goals. 


The Canadian environmental industry 
employs, directly and indirectly, about 
150,000 people with revenues of $7 to 
$10 billion annually. In a recent study 
by Peat Marwick Stevenson & Kellogg, 
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the total environmental protection and 
control market in North America has 
reached over $100 billion. This is slight- 
ly larger than the entire North 
American aerospace and aviation in- 
dustry, one of the continent’s premier 
business sectors. The environmental 
industry growth rate, in real terms, is 
estimated at 7.5% per year. By com- 
parison, the aerospace and aviation in- 
dustry is growing at 2% to 3% per year. 


IMPROVED PERFORMANCE 


Increases in energy costs, and the ad- 
vances in process control instrumenta- 
tion technology necessary for achieving 
energy efficiencies, have enabled many 
industry sectors to meet much higher 
expectations for cleaner operations. 
Many companies have found that ef- 
forts to achieve better environmental 
results have not been at the expense of 
their productivity and competitiveness. 
Changes in management systems and 
investments in modernized plants and 
equipment have improved economic 
performances while at the same time 
gaining environmental benefits. 


THE GREEN PLAN 


The federal government has promised 
to help increase Canada’s ability to 
capitalize on economic opportunities 
by providing cost-shared funding for 
programs to help encourage environ- 
mentally favourable technologies. 


Outlined in the Green Plan, released 
in December 1990, the Government of 
Canada will augment its Technology 
Development Program to provide tech- 
nology transfer services to firms. To 
facilitate technology transfer activities 
in government laboratories, the govern- 
ment will establish a federal-provincial 
Environmental Technology Network. 


The Environmental Technology Com- 
mercialization Program will also be 
launched in 1991 to provide financial 
resources on a cost-shared basis for 


partnerships and joint ventures. Up to 
50% of funding will be provided to at- 
tract private venture capital for environ- 
mental technology projects. Joint 
venture and consortium opportunities 
will be developed for Canadian firms in 
the environmental technology industry, 
in Canada and internationally, with the 
Environmental Innovation Program. 


GLOBE ’90 


Recognizing that efforts to resolve en- 
vironmental problems cannot take place 
in isolation, the federal government 
sponsored GLOBE 790, North 
America’s first integrated trade fair and 
conference on sustainable development. 
Nearly 400 Canadian companies and 
200 firms from 20 other countries ex- 
hibited environmental products, ser- 
vices and technologies. GLOBE °92, 
also to be held in Vancouver, will again 
emphasize practical solutions to en- 
vironmental challenges, and the invest- 
ment opportunities they represent. 


“GREEN” PRODUCTS 


Many companies are discovering the 
wide variety of investment oppor- 
tunities being created by changing 
consumer attitudes. The success of en- 
vironmentally-sound products is hard 
evidence of the effects of awareness on 
purchasing behaviour, as noted in a 
Financial Post article of June 27, 1989. 


Of almost 3,000 new products intro- 
duced across North America in the first 
half of 1989, those labelled as “green” 
enjoyed sales growth 30 times faster, 
on average, than all other packaged 
goods. Industry experts claim sales will 
soon reach $1 billion annually from 
almost nothing two years ago. 


According to the Canadian Chamber 
of Commerce, issues like excessive 
packaging, toxic substances in cleaning 
agents, pesticides and chemical 
residues in food, and wasteful energy 
consumption are already (p.3)¥ 
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playing an important role in purchase 
decisions. 


A paper prepared by the NRTEE 
stated: “While public recognition will 
not bring an immediate financial 
reward, it can, in the case of a company 
for example, build public support, the 
customer base, market share and a 
favourable response from investors. It 
may be more than coincidence that the 
shares of Loblaws increased about 40% 
in the six months following the an- 
nouncement of their green product line.” 


“GREEN” INVESTMENTS 


Speaking on the issue of investment 
incentives, the NRTEE acknowledged 
“there is a need for investment vehicles 
in Canada so that concerned individuals 
can invest their funds in a way consis- 
tent with their environmental concerns, 
and to assist companies to make those 
capital investments necessary to im- 
prove the efficiency of their operations 
and to remain competitive in global 
markets.” 


McNeil Mantha Inc., the Dynamic 
Fund Management Ltd. and ScotiaMc- 
Leod are among the growing number of 
investment firms offering portfolios of 


fortunes of many businesses. 
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select companies which are not only 
profitable but which make a significant 
contribution to safeguarding and im- 
proving the environment. 


The Desjardins Environment Fund is 
a first on the Quebec market to bring 
environment together with investment. 
Profitability is still the number one in- 
vestment criterion, but Desjardins ac- 
knowledges this readily goes hand in 
hand with concern for the environment 
since, in their experience, socially 
responsible companies are often those 
which post the best performances. 


TRADE AND FOREIGN 
INVESTMENT 


Sustainable development also has 
important implications in trade and 
foreign investment into Canada. Com- 
panies using environmentally benign 
manufacturing processes will often 
have a marketing advantage, as 
evidenced by the comments of the 
CEO of a major German consumer 
of Canadian pulp and paper. 


Speaking at the 78th Annual Meeting 
of the Canadian Pulp and Paper 
Association in January 1991, Georg 
Holzhey, of Haindl Papier GmbH, 


Given the importance attached to the environment by the public and govern- 
ments, environmental considerations will clearly have an important impact on the 


While Investment Canada will not be required to carry out formal environmental 
assessments under the Canadian Environmental Assessment Act, it is important 
that the Agency be attuned to environmental concerns. 


In most cases reviewed by Investment Canada, environmental impacts will likely 
be insignificant as many are in industry sectors that are environmentally benign. 
The following sectors have the greatest potential for environmental impact: natural 
Tesources; resource processing; smokestack industries; chemical industries: 
producers of products containing toxic materials; and wholesale distributors of bulk 
commodities such as chemicals and petroleum products. 


In cases where environmental impacts are an issue, Investment Canada will ad- 
dress the subject in summaries and recommendations prepared for the Minister. 


reminded his audience there is a surplus 
of pulp produced around the world, and 
countries such as Sweden have already 
developed more environmentally friend- 
ly techniques to whiten their pulp. In 

his opinion, the Canadian industry must 
demonstrate it is using environmentally 
benign whitening processes or lose 
favour with many of its customers. 


Germany, considered by many to be 
a leader in environmental concerns, es- 
tablished in 1985 the German Environ- 
mental Management Association 
(BAUM). 


BAUM has over 220 members includ- 
ing such well-known names as Brown 
Boveri, Bosch-Siemens, Deutsche 
Bank, IBM and Lever. Partner organiza- 
tions have been established in Austria, 
Switzerland, Sweden, France and the 
United Kingdom. 


To qualify for BAUM membership, 
companies must demonstrate they have 
taken concrete action to improve their 
environmental performance. It stands to 
reason that pressures will be brought to 
bear on Canadian firms to improve 
their environmental records if they 
hope to continue to have good commer- 
cial relations with these firms. 


HOT MARKET 


The environmental industry is shaping 
up to be one of the hottest market areas 
in the 1990s. In Brundtland’s words, 
“The process of change is in itself a 
dynamic restructuring process which re- 
quires economic activity at a high level. 
We will see the need to replace capital 
stock at a high rate to promote energy 
efficient technology. We will see invest- 
ments in infrastructure required to meet 
an entirely new model of future ac- 
tivity. Consequently, the private sector, 
trade unions as well as governments 
should see the great opportunity for in- 
vestments, and for employment, created 
by the need for change.” (p.4) ¥ 
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The Prospecting Group of Investment 


Canada, together with Industry, Science 


and Technology Canada, and External 


Affairs and International Trade Canada, 


have organized a series of international 
business round tables in the environ- 
mental technologies field. 


The aim of the round tables is to assist 
Canadian companies in forming partner- 


ships with foreign firms to take ad- 
vantage of emerging global 
opportunities in the environmental 
field. Canadians can be proud to know 


Triton Environmental Consultants 
Ltd. provides clients with assessments 
and strategies for coping with air, 
water and land use problems. Today, 


stringent regulations, project develop- 
ment can succeed or fail on the 
strength of environmental considera- 
tions. 


environmental consulting division of 
Envirocon Pacific Ltd. was purchased 
by its senior staff. Triton’s team of 60 
professionals comprise project 
managers, biological scientists, water 
resource engineers, toxicologists, en- 
vironmental planners, and an environ- 
mental lawyer. 


Since 1973, Triton has facilitated 
environmentally responsible manage- 
ment of hydroelectric projects, oil and 


posal sites, mines, ports, roads, rail- 
ways, pipelines, fisheries projects and 
mineral processing plants. 


In November 1990, Triton an- 
nounced a joint venture with the 
Sonofloc Separation Technology Co. 
Ltd. of Vienna, Austria, which 
developed an innovative technology 
for removing suspended particles in 


in a climate of growing awareness and 


Triton was founded in 1989 when the 


gas explorations, pulp mills, waste dis- 


there is a thriving industry in Canada 
becoming internationally recognized. 
Triton, a B.C. company, has developed 
a unique method for ultrasonic waste- 
water treatment in partnership with an 
Austrian firm. The SNC Group, based 
in Quebec, has developed a new tech- 
nology for extracting oil from industrial 
sludge, in partnership with an 
Australian firm. Solarchem, an Ontario 
firm, has developed an ultraviolet lamp 
which destroys waterborne con- 
taminants. From Continental Ameliora- 
tion Research Environmentalists 
(CARE) International of Calgary comes 


wastewater. The joint venture com- 
pany has exclusive licence in Canada. 


Ultrasonic waves bombard particles 
suspended in water which causes them 
to coagulate into larger pieces. The 
weight of these larger particles causes 
them to sink for later collection. This 
process has applications for the pulp 
and paper industry, mining, road and 
general construction, tunnelling, 
mineral processing, and in treatment 
of municipal waste. 


The technology came out of experi- 
ments using acoustic oscillations to 
speed up the chemical removal of 
suspended particles from water. It was 
found the ultrasonic waves removed 
particles on their own without the use 
of chemicals. The process gets high en- 
vironmental marks for its low energy 
requirements. There are virtually no 
repairs as there are no moving parts, 
and no environmental burden as there 
are no chemicals involved. 


Triton plans to build a pilot model for 
further testing, which should take one 
year and involve engineers from both 
Austria and Canada. Full-scale develop- 
ment and production of the Sonofloc 
process is expected by early 1993. 


a novel biotechnology, using bacteria 
for the containment and bioremediation 
of contaminated groundwater. SPANS 
software, developed by Ottawa-based 
INTERA TYDAC, is already in 
worldwide use and has proven to be a 
powerful tool for environmental ap- 
plications. And Biosys, a California 
biotechnology company, is using 
Canadian technical expertise and 
facilities to scale up production of its 
biological pesticide. Companies such as 
these will help to give Canada a com- 
petitive edge in global environmental 
markets in the years to come. 


TRITON: ULTRASONIC WASTEWATER TREATMENT 


1. Carbon suspension before 
oscillation. 2. After two minutes of 
oscillation. 3. After three minutes. 

(Courtesy of Triton) 


INVESTING IN CANADA 


TESTIMONIAL: “WE INVESTED IN CANADA” — BIOSYS 


The Venture 

A California company is using 
Canadian technical expertise and 
facilities in order to scale up production 
of its product. Biosys Alberta Ltd. is 
testing and manufacturing its biological 
pesticide in the Alberta Research 
Council’s Edmonton pilot plant. 


Products 

BioSafe and BioVector are safe and ef- 
fective alternatives to chemical pesticides 
for the eradication of harmful insect pests. 


Size 

Biosys Alberta Ltd., established in 
1987, employs three people in Edmon- 
ton and provides work for many other 
scientific, technical and research 
personnel through contract work. 


Markets 

Used in agriculture, horticulture and 
the lawn and garden industry, the 
products are distributed worldwide by 
its parent company, Biosys. 


Future 

Alberta is being considered as the 
primary site for the company’s 
manufacturing facilities. 


Dr. Venkat Sohoni, C.E.O., Biosys, 
Palo Alto, California. 


BioSafe, a biological pesticide containin 


FE CYCLE OF STEIN 
HABDI 


EMATODES. 


g beneficial nematodes. Top right: 


Beneficial nematode. Bottom right: Nematode life cycle. (Photos courtesy of Biosys) 


Insect pests destroy billions of dollars 
worth of commercial crops every year. 
Biosys has discovered that the best way 
to eliminate harmful insect pests is by 
using their natural enemies, “beneficial 
nematodes”. Nematodes are parasitic 
worm-like creatures half a millimetre 
long and practically invisible to the 
naked eye. 


These creatures actively seek out their 
targets in the soil, attracted to the heat 
and carbon dioxide emitted by insect 
pests. They enter the insect through 
natural body openings and release a bac- 
terium fatal only to the target insect, 
which dies within 24 to 48 hours. The 
nematodes then go through their 
reproductive cycle inside the body of 
the insect host. As the insects die off, so 
do the nematodes, leaving no residues 
which can accumulate and eventually 
endanger the water table. 


The biological pesticide can be ap- 
plied in furrows as the seed is planted, 
sprayed on trees or the ground, and 
even sprayed from the air. Destructive 
to hundreds of harmful insect species, 
nematodes are not harmful to crops, 
plants, humans, animals, birds, 
earthworms, the environment or benefi- 
cial, above-ground insects. And while 
many insect pests are becoming resis- 
tant to chemical pesticides, they have 
shown no such resistance to nematodes. 


Nematodes occur naturally all over 
the world, but under natural conditions 
are insufficient in number to control in- 
sect pests. Biosys is scaling up its state- 
of-the-art production methods to 
“brew” nematodes in liquid culture in 
quantities approximating a million bil- 
lion per year, at costs competitive with 
chemical pesticides. Its research group 
is experimenting with dessicating 
nematodes for periods of time that are 
commercially viable. 


Presently, a unique gel packaging al- 
lows them to be shipped in a semi-dor- 
mant state. The gel is dissolved in water 
and sprayed directly onto moist soil or 
lawn surfaces. These “bugs for hire” 
are available in two sizes, 10 million or 
100 million in a jar. 


Biosys has options on two sites in the 
Edmonton area where it is considering 
building its own manufacturing facility. 
In an effort to keep this high-tech, ex- 
perimental process in Canada, the Al- 
berta government has offered Biosys 
loan guarantees of $20 million. 


BioSafe received the coveted U.S. 
Retailers Choice Award in 1990, reflect- 
ing growing consumer awareness for an 
environmentally safe means of eliminat- 
ing pests from the garden. 
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SNC: OIL FROM SLUDGE PROCESS 


The SNC Group is a diversified 
Quebec engineering and construction 
firm which offers more than 20 years of 
global experience in waste manage- 
ment. Its areas of expertise include 
solid waste management, pyrolysis 
(chemical decomposition by heat ac- 
tion), liquid effluent treatment, and 
recycling and treatment of hazardous 
waste. 


Of all the problems municipalities 
have to solve, sewage sludge treatment 
and disposal is a growing part of their 
budgets and can even reach 50% of the 
annual wastewater treatment budget. 


SNC recently completed a comprehen- 
sive waste management study for a 
group of 27 Montreal municipalities, ex- 
ploring recycling, composting, energy 
production and recuperation at source, 
the most complete integrated waste 
management project ever undertaken 
in North America. 


In 1988, Enersludge Inc., was created 
through an equal partnership with SNC 
and Campbell Environmental Ltd. of 
Australia. An exclusive licensing agree- 
ment with Environment Canada gave 
SNC the North American rights for a 
new technology for converting treat- 
ment plant sludge into liquid hydro- 
carbon. 


The oil-from-sludge (OFS) process in- 
volves heating dried sludge to tempera- 
tures of 450 degrees Celsius in an 
oxygen-free environment. The conver- 
sion process produces hydrocarbons 
in much the same way that nature 
produces crude oil, but the process is ac- 
celerated so that it is completed in 30 
minutes instead of millions of years. 


This recycling system is a net energy 
producer and 50% of the sludge’s gross 
energy is recovered in the form of 
hydrocarbon. Enersludge’s environmen- 


Reactor used in “oil-from-sludge” 
process. (Courtesy of SNC) 


== 


tally superior system provides complete 
pathogen destruction, odour control, 
metal immobilization and air pollution 
reduction. 
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CARE: BACTERIAL BIOBARRIERS 


The most immediate threat posed by 
non-gaseous pollutants generated by in- 
dustrial activities, or by calamities like 
tire fires, is that they enter natural water 
systems by groundwater flow. 


Continental Amelioration Research 
Environmentalists (CARE) Internation- 
al of Calgary, created in March 1990, 
has developed an economical and effec- 
tive ultramicrobacteria (UMB) technol- 

“ogy to solve this problem. The process, 
used for plugging water breakthrough 
zones in oil recovery operations, was in- 
vented jointly by Dr. William Coster- 
ton, Professor of Microbiology at the 
University of Calgary, and by Dr. Ted 
Cyr of the Alberta Oil Sands Technical 
Research Authority. 


This novel biotechnology plugs deep 
groundwater flow zones by injecting 
starved bacterial cells that penetrate 
readily into permeable areas of the 
reservoir. The UMB are then stimulated 
with simple organic nutrients, such as 


molasses, to return to their natural size 
and normal metabolism. 


The biobarriers thus constructed con- 
sist of bacterial cells and large amounts 
of viscous extracellular polymers. The 
strains of bacteria used in these opera- 
tions are native bacteria originally ob- 
tained from the same formation and 
pose no biological threat. 


CARE is currently seeking investors 
to effect the transfer of the UMB selec- 
tive plugging biotechnology from the 
oil recovery industry to environmental 
protection. The process has much to 
offer in the containment and 
bioremediation of pollutants, and could 
be used to plug the complex fine leaks 
that often develop in berms and 
earthfill dams. The biobarriers can 
remain effectively in place for up to 
10 years. 


Dr. Costerton received the 1990 Izaak 
Walton Killam prize in biology. The 


Starved ultramicrobacteria on sand 
particles. (Courtesy of CARE) 


$50,000 Killam prizes are Canada’s 
most prestigious annual awards given 

in recognition of world-class achieve- 
ment by Canadians in the natural scien- 
ces, the health sciences and engineering. 
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SPANS, running on an IBM PS/2. 
(Courtesy of INTERA TYDAC) 


INTERA TYDAC Technologies Inc. 
specializes in the development of 
geographic information system (GIS) 
software and related applications. Its 
main product, SPANS (SPatial 


ANalysis System) offers strong data 
integration, analysis and modelling 
capabilities. 


SPANS is used for a wide range of 
applications including environmental 
analysis, mineral exploration, forestry, 
land use planning, regional planning, 
water resources planning, resource map- 
ping, defence and intelligence applica- 
tions, crop entomology, soils research, 
marine sciences, transportation plan- 
ning and demographics. 


Environment Canada, one of INTERA 
TYDAC’s largest Canadian users, has 
purchased over 75 SPANS for integrat- 
ing and analyzing extensive amounts of 
environmental, socioeconomic and 
health data. The ability to study the 
geographical relationships between 
various data sets will be important in 
the delivery of the Canadian Environ- 
mental Protection Act (CEPA). 


SOLARCHEM: GROUNDWATER OXIDATION 


RAYOX unit. (Courtesy of 
Solarchem) 


The use of enhanced oxidation 
processes to clean up contaminated 
groundwater has become increasingly 
more common in recent years. En- 
hanced oxidation offers considerable ad- 
vantages over traditional technologies 


such as granular activated carbon and 
biologically activated sludge which 
leave residues requiring disposal. 
“Second generation” treatment technol- 
ogy is convenient and cost effective, 
and residues require no further treat- 
ment. 


Solarchem, which began operations 
in Toronto in 1984, has developed 
RAYOX, a second generation en- 
hanced oxidation process which 
destroys waterborne contaminants such 
as explosive compounds, chlorinated 
hydrocarbons, phenols, gasoline, 
cyanides and pesticides. 


In nature, chemical vapours make 
their way into the upper atmosphere 
where they encounter strong ultraviolet 
light from the sun. They combine with 
ozone to form a powerful oxidant 
known as the “hydroxyl radical” which 
attacks the chemical. The RAYOX sys- 
tem uses essentially the same method 
but is one million times faster and is 


SPANS is being used to assist in the 
St. Lawrence River clean-up plan, to 
capture, integrate, model and interpret 
environmental and socioeconomic data 
in a single data base, such as water 
quality and use, endangered wildlife 
species and habitats, fishing, agricul- 
tural practices, population figures and 
recreational activities. 


SPANS has also proven its use in haz- 
ardous waste treatment site selection, 
enabling users to conduct site selection 
Operations that would otherwise be time 
consuming and labour-intensive, if not 
impossible, by manual methods. 


INTERA TYDAC was formed in 
January 1991 when Intera Information 
Technologies Corporation and IBM ac- 
quired the assets of TYDAC Tech- 
nologies Inc., first established in 
Ottawa in 1982. 


done in a confined space. Ultraviolet 
light destroys toxins that would not 
otherwise be exposed to the conditions 
of the upper atmosphere. 


Contaminated water is flowed through 
reactors at the centre of which is a high 
intensity ultraviolet lamp. The Solar- 
chem lamps are proprietary high-inten- 
sity UV light sources with wavelengths 
matched to the absorption charac- 
teristics of the contaminant to be 
destroyed. The lamps allow direct 
photolytic destruction of organics in 
water without leaving hazardous wastes. 


After processing by RAYOX, treated 
groundwater could be discharged direct- 
ly into a nearby river at low ppb or ppt 
levels. Even more stringent discharge 
criteria could be met by simply increas- 
ing the RAYOX dose. 
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EXPERTS DISCUSS CORPORATE GLOBALIZATION THROUGH M&A 


Left to right: Paul 
Labbé, President of 
Investment Canada; 

discussant Stephen 

Richardson, with the law 
firm Tory, Tory, 
DesLauriers & 
Binnington; contributing 
author Jack Mintz, 
Professor of Economics, 
Faculty of Management, 
University of Toronto. 


“Given the recent increase in the pace and value of cross- 
border acquisitions by Canadian firms, it is all the more 
imperative that concrete steps be taken to create a more com- 
prehensive merger and acquisition (M&A) database. It will 
likely be necessary for public and private organizations inter- 
ested in M&As to work together and to pool resources.” 


J. Knubley, W. Krause & Z. Sadeque, Investment Canada 


“In the 1980s there was a merger wave in Canada and 
abroad. The absolute volume of M&A activity was highest in 
the U.S. However, when adjustments are made for the relative 
size of countries, M&A activity was greatest in Sweden, fol- 
lowed by Canada and the U.K. In Canada, the level of M&A 
activity generally tends to be high in the business or personal 
services, finance, insurance and real estate, and trade sectors.” 


S. Khemani, University of British Columbia 


“Growing globalization has raised awkward questions in a 
world where governments often appear to be doing contradic- 
tory things: developing their own multinationals through 
various subsidies, protected local markets, public ownership 
and the like, while insisting they must have access to other 
countries’ markets. It is not difficult to envisage the damage 
to trade and investment which such policies can bring.” 


A.E. Safarian, University of Toronto 


“In the Canadian context, foreign capital and technology 
have added enormously to Canada’s assets. Fully 70 per cent 
of Canadian trade is done by 50 multinationals, with half of 
these being foreign owned. There is as much inward foreign 
direct investment as outward, and the imports of the foreign- 
owned subsidiaries are matched by their exports. This 
demonstrates foreign-owned firms play as significant a role 
as do the domestic-owned Canadian corporations.” 


A. Rugman & L. Waverman, University of Toronto 


“Increased strategic 
corporate networking 
and alliances are 
leading to new 
international linkages. 
Corporate restructuring 
to compete in global 


markets is the name of 
the game. M&A activity 
will remain a major 
factor throughout the 
1990s.” Paul Labbé, 
President, Investment 
Canada 


“At the margin, taxation is an important variable. All 
methods of entry are affected by the tax regime under which 
either the foreign or domestic operations of the parent are 
taxed and any tax treaties in existence between the countries. 
Cross-border acquisitions involve a very complex part of tax 
law of not just one but many countries.” 


J. Mintz & P. Halpern, University of Toronto 


“The challenges for policymakers in responding to the con- 
cerns of stakeholders [in M&A] are analogous [to addressing 
the social adjustment costs related to freer trade]. In the main, 
most M&A transactions imply net welfare gains for the 
economy. Policy-makers should refrain from deploying 
strategies that attempt to vindicate stakeholder interests by 
restricting these [M&A] transactions.” 


R. Daniels & M. Trebilcock, University of Toronto 


“Industries with low and high foreign ownership differ sharp- 
ly in the opportunities they afford for gains through changes in 
control [of ownership]. Where foreign ownership is high, so 
are opportunities for the synergistic deployment of lumpy and 
intangible assets. It is desirable to have both foreign and 
domestic enterprises active in the market for corporate control 
because they bring somewhat different skills to the task of 
resource allocation.” 


J. Baldwin, Statistics Canada & R. Caves, Harvard University 


“Hostile takeovers have an important role to play in the 
reorganization of asset ownership and the restructuring of 
the Canadian economy in a context of trade liberalization, 
economic integration and globalization. The market for cor- 
porate control appears to be a means for achieving strategic 
objectives [to realize economies of scale and scope, and/or to 
increase market power] rather than [for] eliminating internal 
managerial inefficiencies.” 


M. Patry, Ecole des Hautes Etudes Commerciales & 
M. Poitevin, Université de Montréal 
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CORPORATE GLOBALIZATION THROUGH M&A A (contd from p. 8) 


In November 1990, Investment 
Canada, in collaboration with the 
Centre for International Studies at the 
University of Toronto, organized an 
Authors’ Conference around the theme 
of mergers and acquisitions (M&A). 


The conference followed one in Sep- 
tember 1990 on foreign investment and 
technology (see /nvesting in Canada, 
Vol. 4, No. 3, Winter 1990) as part of 
major research projects examining the 
fundamental economic issues at play 
in light of globalization. 


Paul Labbé, President of Investment 
Canada, presented the opening remarks, 
and Alan Nymark, Executive Vice- 
President, chaired a session on the sub- 
ject of M&A and the Public Interest. 


Professor Len Waverman, Director, 
Centre for International Studies, acted 
as the project co-ordinator and more 
than a dozen economists authored 
papers. Over 50 people, representing 
the academic community, M&A prac- 
titioners, financial journalists and 
public officials attended the conference. 


The M&A research project was 
inspired by Investment Canada’s 
experience in dealing with the cross- 
border merger wave in the late 1980s. 
Substantial studies of M&A activity are 
relatively few, particularly on cross-bor- 
der acquisitions. Better understanding 
the forces behind the merger wave was 
felt essential when Canadian firms were 
among the leading actors in this global 
pattern. 


MAJOR THEMES 


J In Canada and the other major in- 
dustrial countries, there was a pro- 
nounced upward trend in M&A in the 
late 1980s. Entry to foreign markets 
was dominated by cross-border M&A 
activity rather than new “greenfield” 
investment. 


© The majority of foreign M&A ac- 
tivity in Canada involved U.S. firms. 
There has been an increase in large 


transactions, in particular those exceed- 
ing $100 million. A majority of the 
deals were horizontal, that is, in the 
same industry, suggesting Canadian 
companies are concentrating more on 
core activities, which contrasts to the 
late 1970s and early 1980s when diver- 
sification was the rage. 


J Strategic considerations such as en- 
hancing competitiveness and gearing 
up to take advantage of global markets 
were found to be dominant factors 
explaining cross-border takeovers. 


J An M&A specialist stressed that 
companies desiring above average 


growth are confronted with a choice of : 


“buy versus build”. The choice is very 
much skewed in favour of the buy 
decision. While acquisitions have their 
attendant risks, the costs and risks as- 
sociated with building a product line in 
a slow-growth market can also be sub- 
stantial, and the required time for suc- 
cess often lies outside the latest 
corporate strategic plan. 


J Acquisitions, including cross-border 
transactions, can enhance productivity, 
resulting in the transfer from parent to 
affiliate of such firm-specific assets as 
innovation, managerial expertise and 
marketing. But other findings point to 
potential motivations behind M&A 
such as speculation, personal gains for 
managers and enhanced market power, 
which do not always make the acquired 
corporation more efficient. 


[1 Examination of ten contested 
takeovers in Canada showed the bulk 
of the value generated went to share- 
holders of the acquired firm. This 
evidence is consistent with similar 
analysis conducted for a larger sample 
in the U.S. 


| In contrast to the U.S., there are rela- 
tively few hostile takeovers in Canada. 
The main reason is the relatively higher 
levels of concentration of share owner- 
ship in Canada. However, in com- 
parison to continental European 


countries and Japan, Canada is more 
open to hostile bids. Close holdings by 
governments and banks, large family 
holdings and high levels of corporate 
concentration make hostile bids virtual- 
ly impossible in these countries. 


J In cross-border acquisitions, tax 
considerations are not primary to the 
decision to buy. Once the decision has 
been made, however, tax considerations 
are important for determining the ul- 
timate structure and operations of the 
acquired firm. 


© Such stakeholders as employees, sup- 
pliers and creditors are likely to en- 
counter little harm as a result of M&A 
activity. While there can be negative 
consequences from a change in control, 
these are more likely the outcome of a 
variety of factors not directly linked to 
the transaction. Specific policies 
designed to help stakeholders counter 
the effects of M&A activity were 
rejected in favour of more universal 
economic and labour market policies. 


J National differences in the treatment 
of M&A will grow in importance, high- 
lighting the need for better harmoniza- 
tion of policies between Canada, the 
U.S., the EC and Japan. The issue of 
reciprocity will likely play an important 
role in these discussions, particularly in 
the context of recent developments 
relating to common EC guidelines that 
apply to large mergers, and U.S.-Japan 
talks on structural impediments. 


J Many felt a more comprehensive 
literature should be developed in 
Canada on Canadian direct investment 
abroad and its benefits/costs to the nation. 


The authors’ papers will ultimately be 
published as a volume by a university 
press later this year. 


— John Knubley is Director of 
Investment Research for Investment 
Canada (613) 995-7077. 


THE 


As landfill capacity shrinks and cost 
of disposal rises, the effective manage- 
ment of solid waste has become a major 
challenge to industry, consumers and 
governments alike. Packaging waste 
has been singled out as a serious en- 
vironmental concern as it constitutes 
the largest waste item in a landfill (30% 
of total). The need to reduce the amount 
of packaging waste has thus become a 
crucial global problem and represents 
a major challenge to our planet in the 
years to come. Canada’s response has 
been to adopt, in March 1990, a Na- 
tional Packaging Protocol (NAPP). 


The NAPP results from a decision 
by federal and provincial Ministers of 
the Environment to develop a national 
packaging policy to address the broader 
solid waste management issue as well 
as set targets to minimize packaging 
waste and achieve a 50% reduction in 
waste generation by the year 2000. 


Not surprisingly, the NAPP is ex- 
pected to create varied investment op- 
portunities for Canadian packaging 
and related firms. Indeed, the 
materials suppliers, machinery 
manufacturers, packaging designers 
and food processors will all be look- 
ing for innovative and cost-effective 
ways to minimize packaging. 


A National Packaging Task Force 
was commissioned, with repre- 
sentatives from federal and provincial 
governments, municipalities, industry, 
environmental and consumer groups. 
Six packaging policies were recom- 
mended and targets were set to reduce 
packaging waste in three stages, cut- 
ting 1988 levels to 80% by 1992, to 
65% by 1996 and to 50% by 2000. 


INVESTMENT OPPORTUNITIES 


In 


VESTING IN CANADA 


NATIONAL PACKAGING PROTOCOL: 


IN CANADA 


The Task Force is overseeing the im- 
plementation of the policies, the 
development of a “Code of Preferred 
Packaging Practices” to act as in- 
dustry guidelines, and the drafting of 
legislation which may be required if 
targets are not met through voluntary 
compliance. 


From an investment point of view, the 
NAPP clearly stimulates the R&D of 
new packaging products and materials, 
the identification of new technologies 
with minimal impact on the environ- 
ment, and the development of new ap- 
plications for recycled materials. 


Building on these investment oppor- 
tunities will certainly enhance the in- 
ternational competitiveness of 
Canada’s packaging sector. Invest- 
ment Canada is considering undertak- 
ing a project to promote the formation 
of business partnerships between 
Canadian and European firms and re- 
search institutes in advanced food 
packaging technologies. If interested 
in such an initiative, please contact 
Alexandra Wood at (613) 995-9468. 


While by no means a fait accompli, 
Canada’s response to the management 
of its packaging waste in the NAPP is 
attracting international interest and 
creating new investment oppor- 
tunities. Indeed, Canada’s approach, 
which is to reach for a national con- 
sensus among interested parties, of- 
fers foreign and domestic investors 
alike the ability to participate in the 
future of the packaging industry. 


— Alexandra Wood, Investment 
Promotion 


INVESTECH 791 


Looking for a new technology from 
Europe or Asia? A strategic alliance with a 
company in the U.S.? InvesTech ’91 is 
bringing home a world of knowledge to 
Canadian business this spring. 


Investment and technology officers 
posted at Canadian embassies and consu- 
lates around the world will be available for 
confidential interviews with Canadian busi- 
ness people, to cover such topics as acquir- 
ing foreign products or process 
technology, greenfield and equity invest- 
ment, strategic partnering, transfers of 
know how and joint ventures. 


InvesTech is co-sponsored by the Invest- 
ment Development Program and the Tech- 
nology Inflow Program of External Affairs 
and International Trade Canada, with the 
co-operation of Industry Science and Tech- 
nology Canada, the National Research 
Council, and provincial governments 
across the country. 


The investment and technology officers 
will be visiting 11 Canadian cities between 
April 22 and May 3, 1991, offering their 
specialized knowledge and experience. 


For information on registration, call 
1-800-267-8376. 


Investing in Canada is published 
quarterly by Investment Canada, the 
investment development agency of the 
federal government. The mandate of 
Investment Canada is to promote invest- 
ment in Canada, by both Canadians and 
non-Canadians; to carry out research and 
provide policy advice on investment mat- 
ters; and to review major foreign invest- 
ments to ensure they are of net benefit to 
Canada. 


Editor-in-Chief — Richard Bégin 
English Writer/Editor — Lillian Rukas 


French Writer/Editor — Vincent Beaulieu 
Production — Bernard Cossais 
Publishing Officer — Suzanne Le Blanc 
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The 1980s could well be described as the decade of the multinationals. These inter- 
national companies led the way to an unprecedented increase in the extent of interna- 
tional direct investment. Between 1980 and 1987, direct investment abroad grew at a faster 
rate than world trade (see Graph 1), which itself grew at a faster rate than world output. 


There is a clear imperative driving corporations to invest abroad: it is no longer sufficient 
for companies to sell within a secure and protected market. With trade and investment bar- 
Tiers falling, companies need to be competitive both in their domestic markets and abroad. 


Corporations adopting global strategies have also recognized that trade and invest- 
ment are largely complementary, and that the nature of competition in most business 
sectors today requires greater commitment and resources than those necessary fora 
sales operation. 


Canadian competitiveness is the subject of much speculation and concern. While there 
have been private sector studies on competitiveness, the government has also been 
addressing this issue. Michael Wilson, the former Minister of Finance, spoke of the 
challenge of ensuring Canada’s prosperity in his Budget Speech of February 26, 1991. 
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Globalization is the driving force be- 
hind international competitiveness. The 
global economic, political and business 
orders are all undergoing significant 
changes. There is growing interdepen- 
dence among consumers, producers, 
suppliers and governments, but also 
increasing competition between 
countries, and between corporations. 


In this issue we focus on competitive- 
ness, a subject that is generating consid- 
erable concern and speculation, as 
there are indications that Canada is 
falling behind. Our feature article dis- 
cusses the different aspects of competi- 
tiveness, and reports on research that 
Investment Canada has undertaken. 


For those Canadian firms searching 
for investment partners abroad in order 
to increase their competitive edge, we 
offer some helpful hints excerpted from 
a publication about planning your first 
international investment trip. 
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Aspects of Globalization: 
Growth in World Trade and Direct Investment Abroad (DIA) 


1960-67 1967-73 


1973-80 


World Merchandise Exports, 1987: US$ 2.3 Trillion 
World Stock of Direct Inv. Abroad, 1987: US$ 1.0 Trillion 


23.6 


1980-87 1986-87 


Average Annual Growth Rates 


BA World Merch. Exports ES Global Stock of DIA 


Source: U.S. Dept. of Commerce & Int. Monetary Fund. 


Stating that in an increasingly compet- 
itive world, “there is no room for com- 
placency and there is no safe hiding 
place for uncompetitive industries and 
countries”, Wilson announced that 
as a first step the government would be 
releasing a discussion paper to help focus 
public debate toward the building of 
broader consensus on the problems and 
the development of solutions. 


WHAT IS COMPETITIVENESS? © 


Any discussion of competitiveness, 
however, raises questions such as the 
definition of competitiveness and why 
is it so important for Canada. This article 
does not purport to have all the answers 
to these questions. Rather, it provides 
an accepted definition of competitive- 
ness, examines a recent study on inter- 
national competitiveness, and reports 
on research that Investment Canada 
has undertaken on competitiveness. 


What is meant by competitiveness? 
Perhaps the most complete definition is 
that provided by the U.S. President’s 


Commission on Industrial Competitive- 
ness in 1985, when it described the com- 
petitiveness of a nation as “the degree to 
which it can, under free and fair market 
conditions, produce goods and services 
that meet the test of international markets 
while simultaneously maintaining and 
expanding the real income of its citizens”. 


With such a definition, success in a com- 
petitive environment is measured not only 
by trade figures, sales or market shares, 
but also by living standards. This in turn 
implies that competitiveness depends upon 
productivity growth, which is the driving 
force behind increased living standards. 
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One reason competitiveness has 
become such an issue recently is that 
Canada’s international competitiveness 
appears to be regressing (see Graph 2). 
The 1990 issue of the World Competi- 
tiveness Report, a yearly publication by 
the International Management Develop- 
ment Institute and the World Economic 
Forum, shows Canada slipping from 
fourth to fifth place in the overall 


IN CANADA 


ranking of international competitiveness 
of the OECD countries. 


Additionally, the distance between 
Canada and the leaders among devel- 
oped countries in competitiveness— 
Japan, Switzerland, the United States 
and Germany—has increased. In other 
words, Canada is falling behind. While 
other countries have improved their 
competitive positions, Canada’s has 
continued at more or less historical 
levels. 


The international ranking in the Com- 
petitiveness Report is constructed from 
a set of 326 criteria on competitiveness 
covering a wide range of factors. These 
have been selected on the basis of their 
relevance and the availability of compa- 
rable statistical data. Some criteria have 
an immediate bearing on current com- 
petitiveness (labour costs, for example). 
Others have a more long-term impact 
(such as research and development 
spending). 


Some criteria are based on the natural 
endowments of the country (the quant- 
ity and quality of its natural resources), 
while others (such as labour productiv- 
ity) have been developed over time by 
the business community and the public 
sector. Taken together, these 326 cri- 
teria provide broad and comprehensive 
coverage of the overall competitiveness 
of each country. 


Canada’s slippage in relative position 
is a matter for concern. The country’s 
ability to provide a rising standard of 
living for its citizens depends upon its 
comparative international competitive- 
ness. The challenge facing Canada is 
quite clear-cut. With Canadian competi- 
tiveness slipping, it is necessary to 
pinpoint the factors that have influ- 
enced both the past and present perfor- 
mance of Canadian productivity and its 
related costs, and to identify the 
changes that must be put in place if 
Canada is to improve its chances for 
success on world markets. (p. 3) ¥ 


Investment Canada is involved with 
two studies concerning aspects of 
Canadian competitiveness. The first 
is a study done for Investment Canada 
by David Slater, past Chairman of the 
Economic Council of Canada, and a 
respected authority on macroeconomic 
policy. 


Dr. Slater, whose paper will be a part 
of the Investment Canada Working 
Paper series, examines the nature and 
scope of the linkages between national 
investment and savings efforts, and pro- 
ductivity and economic growth. Theo- 
retically, high levels of investment 
savings and capital formation should be 
associated with periods of high pro- 
ductivity and economic growth. 


Dr. Slater’s research indicates that in- 
vestment effort is a necessary, but not 
sufficient, condition for productivity 
and economic growth. Improvements to 
investment and savings efforts must be 
part of a multifaceted effort to increase 
Canadian productivity and economic 
potential, along with other important 
factors such as innovation, skill devel- 
opment, capacity utilization and market 
access. 


The results highlight the fact that 
there is no panacea for raising Canada’s 
productivity and economic growth. A 
wide variety of measures are needed, of 
which greater investment and savings 
will clearly be a part. 


Investment Canada is also participating 
in a study that the Economic Council of 
Canada is undertaking on the complex 
issue of Canada’s competitiveness rela- 
tive to its major trading partners. The 
Economic Council’s study singles out 
different aspects of international compe- 
titiveness, including labour productivity, 
total factor productivity (TF P)—which 
measures the overall productivity of the 
production process—hourly compensa- 
tion rates, the level and variability of 
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nominal and real exchange rates, the 
use of technology, research and devel- 
opment, innovation, capital accumula- 
tion, quality of the workforce, quality 
of management, and the role and influ- 
ence of multinationals in the country’s 


economy. 


The joint Investment Canada-Economic 
Council project concerns the final 
topic: the role and influence of multina- 
tional enterprises (MNEs) in Canada’s 
economy. Investment Canada’s man- 
date makes it a logical choice to assist 
the Economic Council in examining 
how MNEs help to shape Canada’s 
international competitiveness. The 
study will be done in two phases. 


The first phase, which is near comple- 
tion, examines the role of foreign 
MNEs in Canada between 1985 and 
1988. Phase two of the study will be 
devoted to analyzing the impact on 
competitiveness of Canadian-owned 
MNEs operating in Canada and the rest 
of the world. 


The reason for this study is the im- 
mense importance that foreign multina- 
tionals have for the Canadian economy, 
and therefore for Canadian competitive- 
ness. Any study of Canadian competi- 
tiveness would not be complete without 
an analysis of the influence of MNEs, 
which constitute a crucial link between 
trade, capital and technology flows. 


MNEs collectively account for the 
vast majority of Canada’s total exports 
and imports, and their importance to 
Canada in world trade has been increas- 
ing. The activities of MNEs also con- 
tribute heavily to cross-border capital 
flows of inward and outward foreign 
direct investment. 


Finally, there is the vital connection 
between MNEs and technology trans- 
fer. It is prohibitively expensive for - 
Canada, as a small country, to develop 
leading-edge technologies across a 
wide range of economic activities. The 
adoption of technology from multina- 
tionals investing in Canada is crucial 
for Canadian industry. (p.4)Y 


GRAPH 2: 
OVERALL COMPETITIVENESS SCOREBOARD 
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THE COMPETITIVE IMPERATIVE A (ontéfromp.3) 
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tions, such as total factor productivity. 
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Ina world of increasing competi- 
tiveness, our challenge is to ensure 
that Canada’s productivity stays 
among the highest in the world. A 
North American Free Trade Agree- 
ment (NAFTA) will contribute 
towards this goal, perhaps 
modestly at first, but increasingly as 
our ties with Mexico grow, accord- 
ing to a report released May 1, 1991 
by Investment Canada. The three 
countries commenced formal negoti- 
ations this June. 


Trilateral free trade will result in 
much closer and stronger involve- 
ment by Mexico in the North Ameri- 
can economy, opening up a major 
new export market for Canada at 
minimal risk to either domestic sales 
or our U.S. export market. The 
report presents “detailed trade and 
investment data germane to a better 
understanding of the opportunities 
and challenges of a NAFTA.” 


Following the implementation of a 
NAFTA, Canada would concentrate 
more on high-skill, high-wage jobs, 
“where we enjoy a comparative ad- 
vantage. Mexico, with its abundance 
of low-skill labour, would concentrate 
more on labour-intensive activities. 
In all three countries, business would 
operate more efficiently and consum- 
ers would benefit from greater choice 
and more competitively priced goods 
and services.” 


“Most of Canada’s imports from 
Mexico already enter duty-free, or at 
relatively low duties. Trade liberal- 
ization will not, therefore, result in 
Mexico overwhelming Canada with 
a rush of low-cost products,” the 
report states. Mexico, on the other 
hand, could become a rapidly grow- 
ing export market for Canada. By the 
end of the decade, Mexico will have 
a population of approximately 100 
million and its import requirements 
will be considerable. 
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SE TRADE AGREEMENT 


Population 
(Millions) 


United States 


248.8 Canada 


26.3 


Mexico 
85.0 


Investment Canada’s analysis 
focuses particular attention on 
Canadian and Mexican competition 
for the U.S. market, for it is here that 
Canadian interests would initially be 
most at stake, whether or not Canada 
participates in the negotiations. A 
large part of Canadian exports to the 


Merchandise Exports 
and Imports 
(US$ Billions) 


Mexico 
22.8 
United States 
370.0 


Canada 
V2 We 


Exports 


Canada 
115.9 


: Mexico 
United States 294 


480.1 


Imports 


United States would be unaffected 
by a NAFTA, either because there is 
no Mexican equivalent or because 
Mexican exports already enter the 
United States at very low tariff rates 
or at tariff rates roughly equivalent 
to those faced by Canadian exports 
to the United States. 


In some important sectors (auto- 
motive, steel, and textile and apparel 
industries), the competition is 
already intense and would increase 
as a result of free trade. Even where 
markets overlap, however, a NAFTA 
would simply reflect trends that are 
already occurring. 


The report concludes by noting that 
expansion of Canada’s exports to 
Mexico, and greater openness to 
Mexican exports both in Canada and 
the United States, would be accompa- 
nied by greater trilateral investment. 
To realize new productivity and job 
opportunities, Canadians would have 
to be prepared to invest more heavily, 
both at home and abroad. A trade 
strategy that taps into the possibilities 
in Latin America must be supported 
by business investment strategies. 
Given the cultural differences and 
geographic distance, considerable 
effort by the business sector will be 
needed to nurture the appropriate 
commercial ties with Mexico. If this 
effort is made, the report notes, the 
long-term opportunities for Canada 
can be immense. 


Copies of the report are available, 
in English or French, from: 


Investment Research and Policy 
Investment Canada 
P.O. Box 2800 
Station D 
Ottawa, Ontario 
KIP 6A5 
Tel: (613) 995-9603 
Fax: (613) 996-2515 
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YOUR COMPANY PROFILE 


Basic identifying material about your company such as corporate name, 
address, telephone, facsimile and telex numbers 


A brief summary of your product and/or service lines 


A brief history of the business to date, including current ownership, 
predecessor companies or other relevant information 


Names of officers and directors of your company, including business and 
professional biographical sketches 


The number of people employed and their major areas of activity 


A summary of financial information including sales by major 
product/business lines or areas of activity 


LOOKING FOR INVESTMENT PARTNERS ABROAD: 


Are you contemplating a business 
mission abroad? Reaching out for for- 
eign capital and partners is part of the 
process of adapting to the highly-com- 
petitive global marketplace. For many 
Canadian companies such links are a 
means of enhancing their operations. 
The following was excerpted from 
“Looking for Investment Partners 
Abroad: Planning Your First Interna- 
tional Investment Trip,” published 
under the federal government’s 
Investment Development Program. 


The key for such a business mission 1s 
adequate planning and preparation. 
Begin by asking yourself the following: 


O Have you fully investigated what is 
available in Canada? 


YOUR BUSINESS PLAN 


A description of your company’s products, processes or services and the 
technology involved 


Business history 


Organization chart 


Résumés of senior executives 


The characteristics that make your products or services competitive 


Research and development activities 


A financial statement which demonstrates the performance and strength of 
your company, and projections. It should point to what others have invested in 
your firm 


Market information such as your current market size, growth projections, 
customer profiles, sales forecasts, pricing, distribution methods, promotions, 
etc. 


A review of existing competition, including an evaluation of their products, 
pricing and market share 


The methods by which you produce your product or deliver your services 


A description of your requirement (capital, technology or a partner) 


© Are you prepared to commit the time 
and resources? Finding capital, tech- 
nology or partners abroad demands 
an intensive effort, often requiring 
several trips. 


© Are you ready to deal with the lan- 
guage and cultural differences in 
your target market? 


O Are you familiar with the business 
practices in your target market? 


0 Do you know whom to approach? 


© Should you engage an intermediary? 


0 Do you know which companies to 
contact, and how to verify their 
reliability, performance, technology 
and management? 


SOURCES OF ADVICE IN CANADA 


e Canadian business associations 
+ Businesses that have been there 
e Legal and financial firms 

¢ Foreign embassies in Canada 


e Libraries, universities, community 
colleges 


¢ Federal business service centres 


e Trade and investment departments 
of provincial and territorial govern- 
ments 


Most Canadian Missions and provincial trade 
offices abroad have investment counsellors to 
help you make contacts, provided they have 
sufficient notice and documentation. Write to 
the Canadian Mission in the country, or U.S. 
region, you have selected. Introduce yourself 
and your intentions and enclose an itinerary 
and documents described herein. We 
recommend your first letter be sent at least 
three months in advance of your proposed 
trip. 


We also suggest sending a copy of your letter 
with enclosures to Investment Canada. Invest- 
ment Canada was created by the federal gov- 
ernment to attract business investment to Canada. 
It works closely with the investment counsellors 
at Canadian Missions around the world, helping 
international investors examine investment 
opportunities in Canada, and helping Cana- 
dian companies establish links with potential 
sources of capital, technology or partnerships. 


PRE-DEPARTURE CHECKLIST 


SUPPORT MATERIALS 


Business plan or proposal 


The investment you seek 


“What’s in it for the investor” 


Company profile 


Business cards 


Letters of introduction 


Complimentary gifts 


TRAVELLERS’ TIPS 


Photograph album 


Letterhead/stationery 


¢ Arrange your itinerary to avoid 
holidays, feast days and other special 
periods. 


Product samples 


AV projector and slides 


* Ifyou are planning to rent a car 
overseas, get an international driver’s 
licence before you leave Canada, 
available from the Canadian 
Automobile Association. 


Compact sound recording unit to record decisions and follow-up 
actions (check compatibility with local power supply) 


TRAVEL DOCUMENTS 


* Know the normal work hours of 
destination country, business 
etiquette, attire, and business and 
cultural practices. 


Valid Canadian passport 


Visas or entry permits required by destination country 


* Avoid the pitfall of making your 
schedule too tight. Allow time for jet- 
lag, traffic, etc. 


* Choose a hotel close to the Canadian 
Mission or companies you intend to 
Visit. 


Immunizations required by destination country 


Certificate of vaccinations 


Confirmed airline and hotel reservations 


International driver’s licence (if you plan to rent a car) 
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PROSPECTING AT INVESTMENT CANADA 


The Investment Prospecting Group was created in May 
1989 to assist small and medium-sized Canadian companies 
in technology-intensive sectors to attract the capital needed 
for continued growth through equity investments, joint ven- 
tures or strategic alliances. In addition, the Group works to 
convince medium-sized foreign firms in technology-intensive 
sectors, poised to enter the North American market, that their 
best entry point is through Canada. 


As aresult of the Group’s work, Shield Diagnostics of Scot- 
land entered a joint venture, in January 1991, with Apotex 
Scientific (Toronto) for the production of Shield’s diagnostics 
for the North American market. Shield is a high-growth com- 
pany in the human diagnostic field of biotechnology with 
proprietary technology for testing for urinary tract infection, 
and has several new diagnostics in the development pipeline. 
Apotex has a subsidiary diagnostic company in Toronto (NCS 
Diagnostics) and a laboratory/diagnostics firm in Arlington, 
Texas. Production will be in Toronto. 


Another example is Medipro Sciences Ltd., a small Cana- 
dian company which has developed novel dressings for 
second and third degree burns and other serious skin wounds. 
S.S. Pharmaceutical of Japan has taken an equity position in 
Medipro and the rights for distribution of its products in the 
East. 


Investing in Canada is published quarterly by 
Investment Canada, the investment development 
agency of the federal government. The mandate of 
Investment Canada is to promote investment in 

ans and non-Canadians; 
Jrovide policy advice on 


, 


CIP 61 
Tel: (613) 995-9525 
Fax: (613) 996-2515 


The Japanese company, which owns a network of over-the- 
counter chain drug stores, is the second largest firm of its type 
in Japan. To date, its primary focus has been on generic drugs 
for the domestic market. More recently, it has expanded its 
R&D operations and has been giving greater thought to 
export opportunities. 


Both projects involved the use of independent sector experts 
to work both with Canadian and foreign firms, and collabora- 
tive efforts with Canada’s missions abroad, other federal 
departments and agencies and provincial organizations. 


Projects designed to address Canadian investment needs, 
such as that illustrated by the Medipro case, typically involve 
four stages: 


Identifying Canadian investment needs/ 
opportunities in a sector. This takes the 
form of profiling Canadian firms and 
research institutes; 


Developing an investment prospecting kit, 
which includes the profiles and an overview 
of the advantages of doing business in 
Canada; 


Identifying foreign firms/investors well- 
positioned to meet the identified needs; 


Follow-up both in Canada and abroad 
aimed at bringing together pre-screened 
foreign and Canadian companies. 


Projects designed to attract foreign firms poised to enter the 
North American market, such as that illustrated by the Shield 
Diagnostics case, have a similar methodology. They involve 
independent private sector experts, are collaborative in nature, 
and involve most of the steps outlined above. The difference 
is there is no profiling of Canadian firms or research capabili- 
ties. 


In its efforts to increase Canada’s competitive edge, the Pro- 
specting Group has ongoing projects in artificial intelligence, 
biotechnology, food packaging, industrial waste-water, 
medical device, oceans, optoelectronics, and software 
products sectors. For further information contact: 


Dr. C. Farina, Director 
Investment Prospecting Group 
Investment Canada 
P.O. Box 2800 
Station D 
Ottawa, Ontario K1P 6A5 
Tel: (613) 995-0306 
Fax: (613) 996-2515 
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gel INVESTING IN CANADA 


ie 2 ot SO Ae a a a oe 
A NEWSLETTER ON CANADA'S INVESTMENT CLIMATE 
ee ee et re TA 
poly. No. 2 — Fall 1991 


A MULTILATERAL 
INVESTMENT. 


Foreign direct investment, as well as 
domestic business investment, are criti- 
cally important in an era of global 
restructuring. For Canada and other 
countries, the hope is for expansion of 
international trade and the continued 
liberalization of international invest- 
SSeS ment. Impediments to the free flow of 

capital, however, threaten the expan- 
sion of trade, technology networking, 
SS and other benefits associated with the 
closer integration of world economies. 


Changes to the.structure and opera- 
tion of the global economy have given 
rise to a number of new international 

investment issues that are not amenable 
VEG to the traditional methods for solving 


them. This has led to a search for a new 


SWZ, LLP [tilateral accord on international 
Sele LIE. mu 
Ay NLS ee investment. Our feature article 
illuminates the various elements of 


today’s political and economic environ- 
ment which are affecting international 


investment policies. 


Investment Canada’s Working Paper Number 8: A Multilateral Investment 
Accord: Issues, Models and Options examines three main alternatives for a 
new multilateral initiative to address both old and new investment issues: 
revitalizing the OECD; placing investment more definitively under the ae 
auspices of GATT; and, promoting a substantive negotiation on investment INSIDE THIS ISSUE 
between two of three members of the Triad-the dominant trading blocs of 
Europe, the United States and Japan. 


NAFTA Update Des 

While the paper examines each alternative and explains why it is feasible oye to” ee 

or not, several features of today’s political and economic environment are ex- Venture Capital in Asia Pacific p. 6 

amined which provide focus to the international investment policy decisions Sea ee enc at oe = 

the world is facing. These include: InvesTech ‘91 p.7 

I. The Dominance of a Triad of Trading Blocs Made Up of Europe, United Industrial Wastewater p.8 

States and Japan (Table 1). The economic and political dynamics among $$ 
the three have begun to pose threats to an open global trade and investment 

system, including the usage of new forms of protectionism. 
(P- 2) bé INVESTMENT INVESTISSEMENT 
CANADA CANADA 
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A MULTILATERAL INVESTMENT 


2. Globalization 


This phenomenon is best defined in 
terms of the internationalization of capi- 
tal, including modes of corporate reor- 
ganization and activity. The relation- 
ship between globalization and the con- 
tinuing struggle between competing na- 
tional economic systems is fundamental 
to understanding the inter- 
national trade and invest- 
ment policy environment 
today. 


3. The New Com- 
plexion of Invest- 
ment Issues 

This refers to the 
proliferation of new sorts 
of protectionism, which 
can generally be catego- 
rized as: 


® Structural impedi- 
ments: These include 
competition policy, 
procurement measures, 
social and business 
policy practices and 
norms, and fiscal and 
monetary policies. 


® Non-tariff barriers: 
The NTBs that are 
most effective relate 
to market access. 


Strategic trade 
policies: The theory of 
strategic trade policy 
has been developed to 
counter the consequences of imper- 
fect competition. The theory is 
providing governments with intellec- 
tual justification for intervention in 
trade-sensitive areas, 

especially high technology. 


4. The Point of Diminishing 
Returns 
This means that the limit may have 
been reached with respect to the 
removal of traditional barriers to invest- 
ment flows. Many of the formal bar- 
riers to foreign investment are being 


ACCORD? 


eliminated in most developed 
countries. It is the less overt, informal 
barriers to foreign investment that con- 
stitute the impediment to the free flow 
of foreign investment. Whereas exist- 
ing multilateral institutions, such as the 
GATT and the OECD, have been effec- 
tive in addressing the problem of for- 
mal barriers to investment, they do not 


Table 1 
Gross Domestic Product of the Triad, 
(In US$ Trillions) 


1989 


A (cont'd from p. 1) 


to finance both old and new demands 
for capital while maintaining economic 
expansionism. 


The review of major international 
political and economic policy themes 
in Working Paper Number 8 demon- 
strates that global developments are 
posing complex challenges. For invest- 
ment, the critical ques- 
tion is whether exist- 
ing multilateral 
institutions and instru- 


Totals 


: 
LE 


5.91 


| 3.49 


À 


ments can be adapted 
to meet these new 
challenges, or 
whether a new inter- 
national forum is 
needed. 


Since the end of 
World War IL, interna- 
tional investment is- 
sues have been dealt 
with in a variety of in- 
stitutional forums and 
between individual 
nations. Among the 
most significant are: 


© Bilateral Invest- 
ment Treaties 


7 TIGERS* = 


have the mandate or capacity to handle 
the informal barriers. 


5. Global Competition for Capital 
Efforts to manage the new invest- 
ment issues are taking place in an in- 
creasingly difficult macroeconomic 
environment. Since 1987, a global 
credit squeeze has emerged. The criti- 
cal macroeconomic issue facing 
finance ministers today is how to 
ensure the international financial 
system will generate enough new credit 


* The Tigers are: Hong Kong, Indonesia, Malaysia, Singapore, South Korea, Taiwan, and Thailand. 
Source: OECD Main Economic Indicators, Business Asia, Business International, Bank of Mexico. 


NEW ZEALAND q 


Existing bilateral 
investment treaties 
(of which there are 
over 250) have typi- 
cally been negotiated 
between industrial- 
ized countries and 
developing countries. 
Their objective is primarily to protect a 
country’s investments. 


O Specialized 
International 
Agencies 


The Multilateral Investment Guaran- 
tee Agency (MIGA) and the Internation- 
al Convention for the Settlement of 
Investment Disputes (ICSID) have been 
used primarily to address investment 
protection issues between industrialized 
and developing countries and their 


nationals. (p.3) ¥ 
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A (cont'd from p. 2) 


Table 2: Alternative Dispute Settlement Mechanisms 


= Standing © Dispute Settlement Remedies 
ee Process 
FTA Parties to the Binding arbitration available upon mutual | Parties obligated to comply with the 
Chapter Agreement. Private agreement of the parties, otherwise Trade Commission or arbitration 
parties can appear conciliation by the Trade Commission. decision. In event of non-compliance, 
18 before panels. Binding on safeguards. benefits of equivalent effect may be 
suspended. 
GATT Signatories to Investigation by panels, findings Unspecified. 
the agreement. submitted to council of signatories. 
Adoption based on consensus rule. 
ICSID Investors of member Conciliation or arbitration. No positive Unspecified. 
countries and obligations to accept or reject results. 
governments of 
member countries. 
OECD OECD members. Article 17 complaint mechanism. No N/A 
positive obligations. 


O The UN Draft Code of 
Conduct for Transnational 
Corporations 


Negotiations on the Code of Conduct 
have reached a stalemate. The objective 
of the Code was to provide a stable, pre- 
dictable and transparent framework that 
would facilitate the flow of resources 
across national boundaries and thereby 
enhance the role of foreign investments 
in economic and industrial growth. 


O The Organization for 
Economic Co-operation and 
Development (OECD) 


The OECD Codes of Liberalization 
(of Capital Movements and of Current 
Invisible Operations) are legal instru- 
ments through which members commit 
themselves to a process of progressive 
liberalization. The OECD is now dis- 
Cussing a National Treatment Instru- 
ment whereby governments would 
commit themselves to not discriminat- 
ing between domestic investors and 
foreign investors once established. 


O General Agreement on Tariffs 
and Trade (GATT) 


When Trade Related Investment 
Measures (TRIMs) were placed on the 
agenda of the Uruguay Round of the 
GATT, it marked the first time in a mul- 
tilateral forum that trade and investment 
issues had been addressed together. It is 
increasingly unclear, however, whether 
the Uruguay Round will be successfully 
completed. 


The Working Paper concludes that the 
possibility of further liberalization of 
capital movements within these institu- 
tions and instruments is not encourag- 
ing. To deal with the new international 
‘investment issues, a comprehensive and 
coherent multilateral framework for 
investment will need to be developed. 
The new multilateral forum will need to 
possess a mandate to deal with the new 
investment issues such as market ac- 
cess, national innovation and competi- 
tion policy, and structural differences 
between national economies. 


American authors Edward Graham and 
Paul Krugman, in their 1989 study, 
Foreign Direct Investment in the United 
States, put forward a proposal for a new 
accord on investment and multinational 
enterprises that would, initially, involve 
only the world’s largest industrialized 
nations. The authors suggest that Chap- 
ter 16 of the Canada-U.S. Free Trade 
Agreement (FTA), dealing with invest- 
ment provisions, might serve as a model 
for such a new accord. 


While Chapter 16 of the FTA is sug- 
gested by Graham and Krugman as a 
model, the specifics of their new invest- 
ment accord embrace both more and 
less than what is included in the Chap- 
ter. Some of the key concepts include: 


a) National Treatment and Right 
of Establishment 
The accord should contain a formal 
declaration of the basic rights and 
responsibilities of home nations, host 
nations and multinational enterprises, in- 
cluding right of establishment (p.4)Y 
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and national treatment for local sub- 
sidiaries of foreign parentage. 


b) Acceptable Deviations 

The accord should enumerate accept- 
able deviations, such as national 
security exemptions, from basic rights 
and responsibilities. 


c) Extraterritoriality 

The accord should address the issue 
of the extraterritorial application of a 
country’s policies and laws. It asserts 
that: “If the (foreign) subsidiary’s ef- 
forts to obey local laws comes into con- 
flict with directives from the parent 
company (perhaps to comply with laws 
or policies of the home government), 
obeying the local laws shall take 
precedence 


d) Reporting Requirements 

The accord should ensure common 
standards for disclosure and reporting 
are established which apply to all busi- 
ness enterprises exceeding a specified 
size threshold. 


e) Performance Requirements 

In the accord, there should be restric- 
tions on the use of performance require- 
ments. Graham and Krugman believe 
that the FTA provides an appropriate 
model for such restrictions. 


f) Investment Incentives 

Contrary to the FTA, Graham and 
Krugman propose that investment in- 
centives be addressed in the investment 
accord. 


g) Nearby Domains 

The accord should provide 
mechanisms for co-operation and fu- 
ture work with respect to such “nearby 
domains” as taxation, competition 
policy, and restrictive business practice 
matters. The FTA did not address these 
domains, nor did it set up any particular 
mechanism for working on them. 


h) Dispute Settlement 

The final element of the proposed ac- 
cord is a dispute settlement mechanism 
modelled on Chapter 18 of the FTA. 
Table 2 contrasts the Chapter 18 dispute 
settlement mechanism with other major 
international dispute settlement 
mechanisms. 


Although the Graham and Krugman 
proposal is intriguing, an accord based 
solely on the Chapter 16 FTA model 
would be insufficient to accomplish the 
desired purpose. The main elements of 
Chapter 16 concern transparent and for- 
mal barriers to direct investment. A 
new investment accord must be able to 
go beyond traditional and formal bar- 
riers to direct investment, and address 
those informal and non-transparent 
barriers that today constitute the real 
impediments to investment flows. 


The Investment Canada Working 
Paper moves beyond the Graham and 
Krugman proposal in considering the 
substance of a new investment accord. 
The new accord should enshrine the 
progress made to date on removing the 
traditional barriers to investment; rec- 
tify the omission of dispute settlement 
provisions from the OECD Codes; and 
be broad enough to embrace those areas 
which, although typically regarded as 
nearby domains to investment policy, 
are becoming central to multilateral 
investment policy issues. 


The substance of a new multilateral 
investment accord cannot stand apart 
from considerations relating to its struc- 
ture and shape. Three options are put 
forward in the Working Paper. First is 
an agreement within the OECD. This 
option is essentially that propounded by 
Graham and Krugman. It suggests that 
an investment agreement should initial- 
ly involve only the world’s largest 
industrial nations-members of the 
OECD-and could be based on many of 
the main elements of the investment 
chapter of the FTA. 


The second option is the creation of a 
World Trade Organization (WTO) 
agreement. This option is based on the 
assumption that a policy agenda for 
both trade and investment cannot be 
adequately housed within the confines 
of the existing GATT system. The 
WTO could be the institutional 
mechanism for overseeing the develop- 
ment of a new investment code that is 
integrated with, or complementary to, 
rules governing the international trade 
system. A Canadian proposal for a 
WTO was announced in April 1990. 


The final option lies in the negotiation 
of substantive investment accords 
within the context of free trade areas 
created between two of the three emerg- 
ing trade blocs (North America, Europe 
and Japan). 


The Working Paper concludes by out- 
lining the key considerations for Cana- 
dian decision-makers when examining 
the potential multilateral investment 
arrangements. While Canada has for- 
warded a proposal for placing invest- 
ment under the auspices of a WTO, this 
has not received strong support by Triad 
members. From a Canadian perspective, 
the OECD option is an attractive one, al- 
though it is not clear that political incen- 
tives exist to give the OECD such an 
expanded and ambitious role. 


The least desirable option for Canada 
is certainly the investment accords be- 
tween trading blocs. This option could 
be destabilizing for global politics as 
well as for investment matters, and it 
would greatly minimize any negotiating 
leverage Canada would possess in 
investment matters. 


—Geoff Nimmo, Investment Canada 


| Geoff Nimmo is a senior policy 
analyst with the Research 
| and Policy Division 


NAFTA UPDATE 


Alan N ymark, Executive Vice-Presi- 
dent of Investment Canada, has been 
appointed head of the Canadian 
negotiating team for investment in the 
North American Free Trade Agree- 
ment (NAFTA) negotiations. 


It is essential that Canadian 
negotiators know the conditions facing 
Canadian firms in the countries with 
which they are negotiating. As a result 
of the free trade negotiations and 
Canada’s historical economic ties with 
the United States, much is known about 
doing business in the United States. 
Practical knowledge about doing busi- 
ness in Mexico, however, is less readily 
available. 


In preparation for the negotiations, 
Investment Canada has conducted re- 
search on Mexican investment policies; 
however, we have little information 
about how the new system works from 
the practical perspective of a foreign 
investor. If your company has invest- 
ments in Mexico, or has investigated 
setting up an operation in Mexico, it 
would be valuable to hear of your 
company’s experience. The information 
that would be most useful is your 
company’s views on Mexican govern- 
ment regulation of business, particular- 


In an ongoing effort to 
promote business invest- 
ment in Canada, Jon 
Church of Investment 
Canada accepted an in- 
vitation in June to speak 


at the investment sym- 
posium of the Independent 
Petroleum Association of 
Canada (IPAC) in Cal- 
gary, Alberta. 
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ly the investment approval process and 
any requirements (such as local equity 
participation or minimum export levels) 
to receive such approval. This informa- 
tion will enable Canadian negotiators to 
determine where the real impediments 
to Canadian investors are, and target 
their negotiations accordingly. 


Of particular interest is the effect of 
the 1989 changes to Mexican regulation 
of foreign investment. The new regula- 
tions are complex and leave consider- 
able discretion to the government to 
approve or reject proposals for foreign 
investment. Information on how the 
new laws are implemented will be vital 
for our negotiators. 


All company-specific information 
transmitted to Investment Canada will 
be held strictly confidential, and will be 
used only for research within Invest- 
ment Canada. Please send your informa- 
tion to: 


Emmy Verdun 
Director, Investment Policy 
Investment Canada 
P.O. Box 2800, Station D 
Ottawa, Ontario K1P 6AS 
Tel: (613) 995-9603 
Fax: (613) 996-2515 


Henry Yau, Manager - Asia, 
Investment Promotion and Services, 
Investment Canada. 


Henry Yau of Investment Canada 
carried his investment message to 
Southeast Asia earlier this year, 
promoting Canada as the gateway to 
the North American market. Mr. 
Yau’s visit coincided with Oppor- 
tunity Canada ‘91, co-ordinated by 
the Canadian High Commission in 
Malaysia. These series of business 
seminars help to develop and en- 
courage the two-way flow of trade 
and investment between Canada and 
Southeast Asia. In addition, Mr. Yau 
participated as the keynote speaker 
for the cross-country investment 
seminars in Taiwan, taking the oppor- 
tunity to meet with local venture capi- 
tal companies to gather market 
information, and to carry out the 
necessary follow-up activities with 
firms interested in investing in 
Canada. 


Left to right: Gerry Protti, Ex- 
ecutive Director, IPAC; Nor- 
man Gish, President, North 
Canadian Oils Ltd.; Philippe 
Guérin, President, Chambre 
de commerce, Paris, France; 
Jon Church, Vice-President, 
Investment Development, In- 
vestment Canada; Dennis 
Flanagan, Chairman and 
CEO, Lasmo Inc. Canada. 


VENTURE CAPITAL IN 


Investment Canada is currently 
exploring ways in which Canadian 
advanced technology companies can 
participate in investment and partner- 
ing opportunities emerging in the Asia 
Pacific region. 

Investors from Taiwan, Singapore 
and South Korea are quickly joining the 
ranks of their Japanese counterparts by 
investing in promising North American 
enterprises with leading technologies. 
Brimming with cash, Asia Pacific 1s the 
fastest growing venture capital market 
in the world. The region’s venture capi- 
tal base more than doubled over the last 
year and is expected to reach US$20 bil- 
lion by year end. Much of this capital, 
however, is increasingly focusing on 
supporting technological partnering 
agreements overseas. 


The partnering dimension to Asian 
venture capital investment stems large- 
ly from the close relationship between 
fund managers and their industrial 
partners. Industrial corporations in Asia 
Pacific are looking to form strategic 
linkages with foreign technology com- 
panies and direct minority equity invest- 
ments are viewed as a way to seal such 
deals. 


For recipient companies in North 
America, Asian venture capital invest- 
ment has been particularly rewarding. 
In addition to meeting their capital 
requirements, young technology firms 
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ASIA PACIFIC 


are often offered an opportunity to 
forge manufacturing and distributor 
relationships with their Asian partners— 
opening a passage to profitable 
strategic linkages to the Asia Pacific 
marketplace. 


Momenta Corp., for example, is a 
U.S. high-tech company which stands 
to profit from this type of arrangement. 
This six-month-old California computer 
maker recently secured $7 million in 
funding from Taiwanese and Singa- 
porean investors to develop a handheld 
PC with a pen-based input. One of the 
investors, Vertex Management, is the 
venture capital subsidiary of the tech- 
nology-based engineering and 
services company, Singapore Tech- 
nologies. Vertex invests in up-and- 
coming companies which are 
interested in technology transfers and 
joint venture opportunities involving 
manufacturing, marketing and product 
development in the ASEAN (Associa- 
tion of Southeast Asian Nations). 


Hundreds of other such agreements 
involving the Asia Pacific region have 
been made over the last couple of 
years, largely because outward invest- 
ment activity of this type is highly 
encouraged by the local Asian govern- 
ments, who themselves are aiming to 
advance their economies into the tech- 
nology era. In fact, South Korea, 
Singapore and Taiwan now offer tax 
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Venture Capital in Asia-Pacific Region 
(US$ million: 1990) 


Capital Pool: $16 billion 


Japan $11,016 


Source: Asiaweek 


Other Countries $48 
Singapore $664 
South Korea $1,004 


Taiwan $356 
Thailand $97 


Australia $1,507 


Hong Kong $1,507 


concessions for certain overseas ven- 
ture capital placements involving 
technology. 


As the Asia Pacific economies con- 
tinue to expand rapidly—diversifying 
further into biotechnology, semiconduc- 
tors, advanced optics and health care— 
the level of overseas technology- 
driven venture capital investments 
and strategic alliances is expected to 
increase. 


Most of the activity thus far has 
focused on the U.S., but Investment 
Canada is currently exploring ways in 
which it can assist Canadian technology 
companies to participate in this new 
wave of financing and alliances with 
Asia. The Agency has recently com- 
pleted two studies highlighting venture 
funding opportunities: 1) Venture Capi- 
tal in Singapore and, 2) Taiwanese Ven- 
ture Capital. Both studies indicate that 
the Asia Pacific region holds promise 
for Canadian advanced technology com- 
panies looking for financing and inter- 
national strategic alliances. 


—Dinesh Kakadia, Investment Canada 


If you would like a copy of these 
studies, contact: 


Dinesh Kakadia 
Investment Program Manager - Asia 
Tel: (613) 995-2783 
Fax: (613) 996-2515 
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Source: Asia Venture Capital Journal, Russel & Co. 
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Venture Capitalists ( 
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Japan 90 | 
Australia 90 Ÿ 
Hong Kong 30 | 
South Korea 33 ' 
Singapore 9 Ÿ 
Taiwan 21 | 
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Just as there are signs the economic 
climate has begun to improve, it is im- 
portant to realize the companies that 
will begin to experience the quickest 
and most substantial gains in the post- 
recession period are ones that have been 
preparing for it while immediate 
prospects looked bleakest. 


But what about companies that lack 
the resources to spend on R&D, or do 
not have the international reach to 
access foreign markets, investments 
or technologies? Small Canadian com- 
panies find it far too expensive to go 
prospecting for contacts in foreign 
countries. They may have markets and 
technologies attractive to foreign com- 
panies, but if they can’t demonstrate 
what they have to offer, profitable 
relationships will never happen. 


A record 800 companies sent senior 
personnel to InvesTech ’91, a recent 
Canadian cross-country tour of invest- 
ment and technology officers brought 
from embassies and consulates abroad. 
These officers are stationed in foreign 
posts to help Canadian companies seek- 
ing business partners, management ex- 
pertise, technology transfers or other 
forms of alliances. 


Anyone who has looked for capital 
or hunted for the right joint-venture 
partner, especially in areas of high tech- 
nology, knows how tough it can be to 
find in domestic markets alone. During 
the InvesTech tour, many companies 
made connections with officers whose 
job is to put foreign companies together 
with Canadians who are looking for 
technology, capital, or strategic allian- 
ces to further their business plans. 


“There seems to be a higher level of 
sophistication and a much better under- 
standing of what foreign investors are 
looking for now,” said Otch von 
Finckenstein, Investment Counsellor 
based in Bonn. “I noticed a shift from 
the usual search for straight equity 
money to requests for partnerships and 


strategic alliances. I am returning to 
Germany with a lot of good partnership 
requests.” 


Otch von Finckenstein 


Wayne Wright, President of 
Arrohawk Developments in Comox, 
B.C., feels that even though he had not 
been actively looking abroad, it was use- 
ful to make contacts with the foreign 
posts. Arrohawk is developing lighter- 
than-air craft. “Our provincial economic 
development board suggested we at- 
tend. We found avenues we had never 
even considered.” 


Randy Wallman, of Universal Robotics 
in Winnipeg, is looking for new capital 
and possible joint-venture partners. “I 
have been in contact with the New York 


Randy Wallman 


investment officer for several months, 
and he has been a great help. At Inves- 
Tech ’91, I met with officers from other 


countries, and I will send them informa- 
tion packages so overseas investors can 
learn about our company and the oppor- 
tunities here.” 


In St. John’s, Newfoundland, Plex 
Acrylics President, Mark Butler, said 
the contacts the technology and invest- 
ment officers find can be important. 
“We are now talking to some American 
companies about joint-venture pos- 
sibilities. The Canadian Consulate in 
Houston is helping us distribute a study 
we recently conducted to other U.S. 
companies, but it is up to us to pursue 
the leads they generate for us. I will 
shortly be finalizing a deal that began 
with an earlier InvesTech contact.” 


A lot of information changed hands 
during InvesTech ’91. Over 2,000 inter- 
views were held. Of the 800 companies 
that participated, some had a specific 
investment or technology goal with a 
plan to acquire it, while others were 
looking for advice on how co-operation 
with foreign partners might help them. 


External Affairs and International 
Trade Canada, the National Research 
Council, Industry, Science and Tech- 
nology Canada, and provincial govern- 
ments mounted InvesTech ’91. These 
departments, along with Investment 
Canada, help companies with technol- 
ogy and investment requirements. 
Companies can contact any of the 
departments directly for advice about 
their products or services, or to inves- 
tigate the feasibility of approaching 
foreign markets for investment and tech- 
nology possibilities. Outreach 
initiatives such as InvesTech continue 
to create vital links in assisting 
Canadian companies to develop their 
business opportunities abroad. 


—Mick Steers 


Steers, Steers & Associates handled 
media relations and communications 


for the InvesTech 91 tour. 


INDUSTRIAL WASTEWATER MANAGEMENT 


Dr. Norbert Schmidtke (left), Investment 
Canada’s consultant, with moderator Mr. 
David Lenihan, Senior Investment Adviser 
at the New York Consulate General. 


JOINT VENTURE IN OCEAN 


Investment Canada, on behalf of the 
federal government’s Investment 
Development Program, recently entered 
into an agreement with Nova Scotia, 
New Brunswick, Newfoundland and 
British Columbia to co-operate on a 
project to attract investment into 
Canada’s ocean technologies sector. 


This joint effort will seek to attract in- 
vestment to Canadian firms in such sec- 
tors as cold ocean technologies, marine 


FINDING JAPANESE PARTNERS 


Tt is not always practical for small 
and medium-sized Canadian companies 
to travel to Japan to find potential in- 
vestment partners. To facilitate contacts 
between potential Japanese investors 
and Canadian companies seeking capi- 
tal, technology or business alliances 
which will provide them with greater 
access to Asian markets, Investment 
Canada seeks to bring their interests to 
the attention of Japanese companies. 


In October, Richard Lovatt of Invest- 
ment Canada attended the Osaka Cham- 
ber of Commerce annual investment 
symposium and matchmaking event. 


A strategic alliance seminar for com- 
panies in the Industrial Wastewater sec- 
tor was held in New York City in June, 
1991. Organized by the Canadian Con- 
sulate General in conjunction with In- 
vestment Canada, the agenda consisted 
of presentations in the morning, fol- 
lowed by question and answer periods. 
After lunch, one-on-one meetings were 
arranged for participants to allow for 
private discussions. 


Dr. Norbert Schmidtke, a sector 
expert, and founding director of the 
Wastewater Technology Centre, 
presented an overview of the Canadian 
industry and its research capabilities by 
giving specific examples of the distinc- 
tive products or processes of individual 
companies. Mr. Ken Murray, a partner 


TECHNOLOGIES 


information and charting systems, and 
marine robotics. Once the project is 
fully under way, investment oppor- 
tunities with firms in Canada will be 
brought to the attention of potential in- 
vestors in Japan, Europe and the U.S. 


“We hope to initiate more projects in 
co-operation with provincial authorities, 
and indeed, with private sector inter- 
mediaries,” says Jon Church, Vice- 
President, Investment Development. 


Mr. Lovatt took with him the profiles of 
a large number of Canadian small and 
medium-sized companies to share with 
Japanese and other companies par- 
ticipating in the Osaka symposium. 
These profiles describe the individual 
Canadian companies, what they are 
looking for in an investment partner 
and what they have to contribute to 
such a partnership. For more informa- 
tion contact: 


Richard Lovatt 
Manager - Japan 
Tel: (613) 992-5204 
Fax: (613) 996-2515 
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with the Ottawa firm, Deloitte & 
Touche, made a persuasive case for con- 
ducting R&D in Canada by comparing 
the tax incentives available in Canada 
and the U.S. 


Seminar participants were provided 
with detailed sector information along 
with investment kits which contain 
profiles of 25 Canadian firms and five 
research bodies interested in forming 
strategic alliances. 


—Susan Gates, Investment Canada 


For more information contact: 
Richard LePage, Manager 
Environmental Technologies 
Tel: (613) 995-8956 
Fax: (613) 996-2515 


Investing in Canada is published 
quarterly by Investment Canada, the 
investment development agency of 
the federal government. The man- 
date of Investment Canada is to 
promote investment in Canada, by 
both Canadians and non-Canadians; 
to carry out research and provide 
policy advice on investment matters; 
and to review major foreign invest- 
ments to ensure they are of net 
benefit to Canada. 
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GENERAL EDITOR: D. McFETRIDG 


Foreign Investment, 
Technology and 
Economic Growth 


Investment Canada and the University of Calgary Press jointly released two volumes 
in the Investment Canada Research Series in early December. One volume, F oreign 
Investment, Technology and Economic Growth, addresses the key role played by 
foreign investment in facilitating technology transfers. The second volume, Corporate 
Globalization through Mergers and Acquisitions, examines the phenomenon of 
mergers and acquisitions activity and the corporate motivations behind it. 


The Investment Canada Research Series complements the Agency’s Working Paper 
Series. The Research Series has three main objectives: 


(-] to advance research on international investment in Canada and abroad based on 
the highest academic scholarship; 


(-] to foster a better understanding among Canadians of globalization and the vital 
role played by international investment; and, 


[] to identify investment policy and research issues requiring the attention of the 
public and private sectors. (p. 2) W 


INVESTING IN CANADA 


Publications 


ne ee MOTS 
A NEWSLETTER ON CANADAS INVESTMENT CLIMATE 
eee ee 


International investment is critical to 
improving Canada's trade and produc- 
tivity performance and ensuring our 
prosperity. Investment has been 
dubbed one of the “four pillars of 
prosperity” by the federal govern- 
ment’ s Prosperity Initiative. 


In this issue of Investing in Canada we 
focus on two books recently published 
by Investment Canada together with the 
University of Calgary Press. The books 
grew out of Investment Canada's 
Research Series. 


The Research Series indicates that 
international investment in Canada 
brings many benefits. These include 
technology transfers, international 
management expertise, production 
knowhow, and access to international 
markets. Joint ventures and other forms 
of strategic alliances with foreign 
partners are especially relevant for a 
country like Canada which must com- 
pete with much larger economies. 


INSIDE THIS ISSUE 
CDIA Round Table p. 6 
GLOBE ’92 p.6 


New President of 
Investment Canada Dae. 


Minister Wilson in Munich pit 
Searching for Japanese Partners  p.8 


/Vew Publications p.8 
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(Cont'd from page 1) 


The research assembled in the two 
volumes is mainly the product of work 
undertaken by distinguished academics 
and professionals from Canada and 
abroad under contract with Investment 
Canada. The papers were presented at 
Authors’ Conferences, and later revised 
in light of comments by Conference 
participants (see /nvesting in Canada, 
Winter 1990 and Spring 1991). 


The two General Editors 
(Don McFetridge, Carleton University 
and Leonard Waverman, Centre for 
International Studies, University of 
Toronto) managed the projects, with the 
assistance of Investment Canada’s staff. 
One of the research papers was also 
prepared by Agency staff. 


Left: David Husband, Senior Policy 
Adviser of Policy and Research at 
Investment Canada, who conceptualized 
the research project; and John Knubley, 
Director of Investment Research, 
who managed the project and 
authored one of the papers. 


Critics of foreign direct investment 
(FDI) often attribute Canada’s relative- 
ly poor research and development 
(R&D) performance to the high level 
of foreign control in the economy. 

Yet the evidence tends to show the 


opposite. 


Investment Canada’s research 
volume, Foreign Investment, Technol- 
ogy and Economic Growth, examines 
the way foreign direct investment can 
lead to valuable transfers of technol- 
ogy and productivity gains for the 
Canadian economy. 


The volume addresses a number of 
questions: 


(] Have foreign takeovers of domes- 
tic high-tech firms in Canada been 
numerous? 


(] Does a change in the nationality 
of a firm imply a change in its 
activities, especially in terms of 
technology? 


(] Does a change in the technologi- 
cal capacity of a firm following a 
foreign takeover affect the innova- 
tion of other firms and individuals 
in the Canadian economy? 


(] What is the appropriate role of 
Investment Canada with respect to 
regulating foreign investment in 
high-tech firms? 


The paper by Baldwin and Gorecki, 
and the one by Globerman address the 
first question, and conclude that 
although there have been a number of 
highly publicized foreign takeovers of 
Canadian high-tech firms, they have 
been relatively minor, especially in 
terms of the value added involved. 


The second and third questions are 
addressed in one way or another by 
virtually all the papers in the volume. 
The consensus 1s that foreign 


takeovers do affect the way firms 
behave. There are two main benefits: 


(] FDLis one of the main sources for 
technology transfer. Multinational 
firms experience a continual flow 
of technological transfer through 
such mechanisms as education and 
training, exchanges of technical 
personnel, development and trans- 
fer of specialized equipment, 
documentation, and trouble- 
shooting. 


(-] The papers by Harris, Blomstrom, 
Globerman and Bernstein under- 
line that, in addition to the direct 
benefits of technology transfer, 
indirect benefits accrue from the 
spillover process. In this way, 
domestic firms not subject to 
foreign takeover gain from 
technology transfers. 


Imported technology acts as a 
catalyst, spurring product development 
and innovation. Multinationals en- 
courage domestic firms to adopt more 
efficient production, management and 
labour practices, thereby enhancing 
productivity. 


The traditional view that R&D tends 
to be concentrated only in the home 
country of the foreign multinational is 
also challenged. Possible reasons for 
R&D activities outside of the “head- 
quarters” include recognition of the 
innovative capability of the acquired 
firm, which is often embedded in local 
organizations and local networks. 


As the Cantwell paper shows, interna- 
tional specialization has increased the 
scope for foreign multinationals and 
their affiliates to carry out R&D in 
different geographic locations. 


The appropriate role for Investment 
Canada in regulating foreign takeovers 
of high-tech firms was a question much 
debated at the Authors’ Conference. P 


Most economists agree with Invest- 
ment Canada’s premise that foreign 
investment is good for the country and 
should be encouraged. 


However, the issue is whether 
commitments to local R&D and other 
undertakings, negotiated by Investment 
Canada, really make a difference. 
There was some evidence that firms 
would have undertaken these activities 
in any case, although Lipsey argued in 
his “Rapporteur’s Comments” (see 
box) that it would be folly to take this 
for granted. 


Lipsey stressed that economic perfor- 
mance is the result of a number of inde- 
pendent decisions, all of which feed on 
and reinforce earlier decisions. In this 
path-dependent environment, Invest- 
ment Canada’s participation in the 
structuring of takeovers for the net 
benefit of Canada can have significant 
implications for the future of a firm 
and for an entire industry. 


— John Knubley, Investment Canada 
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AND PRODUCTIVITY GAINS 


Richard Lipsey 
“Rapporteur’s Comments” 
Fr oreign Investment, Technology and Economic Growth 


 “Economists….are seeking to understand the link between science and 
technology. To do so requires an understanding of the overall process within 

which a scientifi iC discovery i IS: first made outside the firm; goes through the 

_ precompetitive stages of development; finds its way into the firm's research 
agenda; and then into process and product innovations...policy advisors and 

_ policy makers do not adequately understand the linkages of science-driven 
technological change from the lab to the shop floor and the feedback effects of 

such changes in the other direction.” 


“Governments throughout the world are engaged in a high-stakes strategic 
_ game. If we refuse to play, it is at our own risk. A small push by Investment 
Canada now can, as positive feedback theory shows, have enormous effects five 
_to ten years down the line.” 


oe | 
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John Knubley is Director of 
vestment Research for Investment 
Canada (613) 995-7077 


Future books in the Investment 
Canada Research Series are currently 
being designed. The next volume in 
this Series is to examine the nature and 
impact of outward Canadian invest- 
ment (see article on the CDIA Round 
| Table, p. 6). The Investment Canada 
Research Series is published in both 

official languages. 


LANTA 


Investment Canada’s official book launch held at the National Arts Centre. Standing: 
Leonard Waverman, Centre for International Studies at the University of Toronto; 
seated: Don McFetridge, Department of Economics at Carleton University; 
and Jean C. McCloskey, President of Investment Canada. 


Globalization has fundamentally 
changed the way companies, and 
countries, do business. During the 
1980s, mergers and acquisitions 
(M&As) were a principal means of 
industrial restructuring in Canada (see 
chart). Investment Canada’s Research 
volume, Corporate Globalization 
through Mergers and Acquisitions, 
examines these developments in Canada 
and abroad and their implications. 


Although the 1991-92 recession, 
together with a more guarded approach 
to the financing of leveraged buyouts 
and other forms of corporate 


(] Do M&As lead to productivity 
improvements and other benefits? 


(J Do cross-border M&As differ sig- 
nificantly from domestic M&As? 


(“J What public policy concerns arise 
as a result of cross-border M&As? 


Concerning the first question, the 
paper by Khemani describes the merger 
wave in Canada and abroad during the 
1980s. The volume of M&As was 
highest in the United States. However, 
when adjustments are made for the 
relative size of countries, M&As were 


reorganization, have ledtoa [| 
marked slowdown in the 
number of mergers and 
acquisitions, another wave 
in the not too distant future 
is predictable. Corporate 
restructuring to meet the 
requirements of global com- 
petition is never complete. 
Indeed, the many dimen- 
sions of globalization appear 
to encourage joint ventures 
and other forms of strategic 
alliances, often causing the 
merger of once serious rivals 
in a common fight for 
market share. 


These forces are generally 
not well understood or re- 
searched, and this volume is but a 
beginning. Little data exist on the 
extent of cross-border M&A activity, 
and how such activity impacts on the 
economic performance of a country. 
There are many questions addressed 
in this volume, including: 


C] IsM&A activity high in Canada 
relative to other countries? 


(] Are there particular explanations 
for this activity, such as tax 
advantages, or are there general 
explanations such as “corporate 
strategy”? 


highest in Sweden, followed by Canada 
and the United Kingdom. Trends in 
M&A activity in Canada tend to 
parallel those in the United States 

and the United Kingdom. 


The Knubley et al paper indicates 
that, over the past two decades, 
Canadian direct investment abroad has 
increased steadily relative to inward 
investment. Canada, like other small 
countries, tends to show a marked 
tendency to invest abroad. A small 
number of large firms with several 
affiliates account for most of the value 
of outward Canadian investment. 


INvVESTING IN CANADA 


However, two-thirds of the Canadian 
firms investing abroad are small or 
medium-sized, most with only one 
affiliate in the United States. 


The paper by Mintz and Halpern 
addresses the question of what 
motivates M&As. They conclude that 
tax considerations are not the primary 
motivation in the case of cross-border 
acquisitions. Once the decision to 
acquire a foreign firm has been made 
however, tax considerations are impor- 
tant for determining the ultimate struc- 
ture and operations of the acquired firm. 


The paper by Patry and 
Poitevin concludes that 


strategic considerations 
(enhancing competitiveness 
and gearing up to take ad- 
vantage of global markets) 
are the dominant factor 
explaining takeovers. 
Further, they conclude that 
sellers, not buyers, typically 
gain the most in terms of 
shareholder value. 


The paper by Baldwin and 
Caves examines the impact 
of M&As. The authors 
demonstrate that industries 
with high levels of foreign 
ownership are restructured 
more through changes of 
ownership control and less through the 
births and deaths of firms (i.e. new 
businesses and closures) compared to 
industries with lower levels of foreign 
ownership. In addition, the authors 
conclude that changes in the country 
of control typically produce positive 
results for productivity and efficiency. 


Foreign takeovers, therefore, are 
usually of net benefit to the Canadian 
economy. In fact, the favourable effects 
of changes in control increase in 
direct relationship to the degree of 
foreign ownership of an industry. > 


They attribute this result to intangible 
assets such as technology and manage- 
ment expertise transferred to Canada. 


The paper by Rugman and Waverman 
examines the nature of cross-border 
acquisitions, particularly in the context 
of Michael Porter’s model for analysing 
the Canadian economy and foreign 
investment. They find acquisition 
patterns in Canadian industry—the 
resource, manufacturing and service 
sectors—to be broadly similar among 
acquirors from Japan, the United States 
and the European Community. 


The authors conclude that the foreign 
parent decides to acquire Canadian 
firms based on judgements relating to 
economic opportunities in Canada. This 
result is contrary to Porter’s analysis 
which suggests the foreign parent is 


IN IN CANADA 


driven by considerations developed in 


. its home country. 


A number of policy questions are 
addressed in the paper by Daniels. He 
looks at how M&As affect the interests 
of stakeholders, especially employees, 
suppliers, customers and creditors. 
Daniels argues that some stakeholders 
can be harmed at times, but that these ill 
effects are not the principal or central 
feature of most M&As. He rejects 
specific policies designed to shield 
stakeholders from certain negative 
effects of M&A activity, favouring 
instead general economic and labour 
adjustment policies. 


A.E. Safarian’s “Rapporteur’s 
Comments” (see box, p. 4) raise a 
number of policy issues. He notes that 
Canada is relatively open to hostile 
takeovers. Such takeovers are much 


more difficult in Japan and most 
European countries (the United 
Kingdom is an exception). Informal 
barriers to investment in these 
countries, such as close relationships 
between the financial and commercial 
sectors, make hostile bids virtually 
impossible. 


Safarian concludes that national 
differences in the treatment of M&As 
will grow in importance and will be 
the subject of much policy debate, par- 
ticularly with the event of Europe 1992. 
Informal barriers to investment are of 
growing importance and concern. 


— John Knubley, Investment Canada 


Relative Importance of Foreign Acquisitions 
Versus New Businesses and Expansions 


100.0% 
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Source: Investment Canada compilations from Statistics Canada. 


CDIA ROUND TABLE 


In October, Investment Canada held a 
round table on Canadian direct invest- 
ment abroad (CDIA) in Vancouver with 
senior academic, business and provin- 
cial representatives. Foreign direct in- 
vestment in Canada has been the 
traditional focus of past research and 
policy debates. The round table looked 
at the patterns, motivations and impact 
of Canadian outward investment. 


In our global economy, international 
investment is increasingly a two-way 
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street. The more even relationship 
developing in Canada between inward 
and outward investment is typical of 
other major industrialized economies, 
except Japan. In 1950, CDIA was rela- 
tively small and unimportant. By 1990, 
the stock of CDIA had reached almost 
$85 billion, or equivalent to more than 
two-thirds of foreign direct investment 
in Canada (see table below). 


The round table identified a possible 
research agenda on CDIA, building on 


YEAR FDI ($B) CDIA ($B) CDIA/FDI (%) 

| 1950 4.0 1.0 25.0 
| oi i = pa a + - mis - 

1960 12.9 2.5 19.4 

1970 | 26.4 6.2 255 

1980 | 61.7 27.0 | 43.8 

i = . a > 

1985 | 87.2 54.1 62.0 
= —— _ — — —__— _ — —= _ = 
| 1990 126.6 84.8 67.0 


Source: Statistics Canada, 67-202 


GLOBE ’92 


One of the ways the Government of 
Canada has responded to the global 
challenge of achieving sustainable 
development is the establishment of 
GLOBE (GLobal Opportunities for 
Business and the Environment), 

a biennial series of international 
conferences and trade fairs. 


The GLOBE mission is to advance 
global sustainable development by 
encouraging practical solutions to 
environmental challenges and promot- 
ing the related business opportunities 
and responsibilities. 


Richard LePage, Manager of Environ- 
mental Technologies, will represent 
Investment Canada at this year’s events. 
“GLOBE ’92 is one of the single most 
important environmental events in the 
world, bringing together industry, 
government and consumer groups. 


I am certain this integrated approach is 
the best method of dealing with today’s 
pressing environmental problems.” 


Investment Canada is involved in an 
ongoing project, together with Industry, 
Science and Technology Canada, and 
External Affairs and International Trade 
Canada, to enhance the international 
competitiveness of Canadian industrial 
wastewater firms. Efforts will focus on 
arranging one-on-one meetings between 
Canadian and foreign firms interested 
in possible business collaboration. To 
this end, Investment Canada will be 
involved with three GLOBE ’92 
programs: the Exchange Program, the 
Tour Program, and the International 
Business Centre. 


GLOBE ’92 will bring together 
business, industry, government, non- 
government organizations, labour, and 


the economic expertise of the acad- 
emics present. The proposed agenda 
addressed such issues as labour market 
effects, adjustment, R&D and technol- 
ogy diffusion, trade and capital flows, 
and the mode of direct investment 
(viz. wholly owned versus strategic 
alliances). 


The round table also permitted 
business participants to cite their own 
practical experience with CDIA. The 
discussion pointed to the importance of 
linking research work on CDIA with the 
broader issues of Canadian competitive- 
ness and prosperity. 


The research agenda on CDIA will be 
developed based on discussions at the 
round table, and ultimately academics 
will be contracted to complete papers 
on topics related to CDIA. This work is 
to be followed by a public conference 
for peer review of the academics’ 
papers and then publication of a book. 
This will serve as the third volume in 
the Investment Canada Research Series. 


— John Knubley, Investment Canada 


environmental groups to discuss global 
environmental problems and to propose 
market-led solutions. More than 3,000 
conference delegates, 750 trade fair 
exhibitors, 360 expert speakers, 400 
international media representatives and 
15,000 visitors will attend. 


The GLOBE ’92 Honorary Patron is 
Gro Harlem Brundtland, Prime Minister 
of Norway. The Chairman is the 
Honourable John A. Fraser, Speaker 
of the House of Commons. 


For information or registration forms, 
please contact: 


GLOBE ’92 
601 - 535 Thurlow Street 
Vancouver, B.C. V6E 3L6 
Tel: (604) 666-8020 
Fax: (604) 666-8123 
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NEW PRESIDENT OF INVESTMENT CANADA 
TR 


Mrs. McCloskey, a career civil ser- economic, trade, investment and 
vant, joined the industry department in foreign policy goals. 
1968 before moving in 1982 to External 
Affairs and International Trade, where 
she was most recently the Assistant 
Deputy Minister in charge of the Asia 
and Pacific Branch. 


Mrs. McCloskey has been active in 
focusing Canadian interest in the 
Pacific Rim and in fostering internation- 
al co-operation in the region. She is a 
member of the Board of Directors of 


In this position, Mrs. McCloskey was the Asia Pacific Foundation and the 
responsible for promoting Canada’s Canadian Committee for Pacific 
political and economic interests in the Economic Co-operation. In addition, 
Asia Pacific region in the areas of she played a significant role in estab- 
foreign policy, economic and trade lishing the Asia Pacific Economic 
policy, export development, immigra- Co-operation ministerial forum, an 
tion, and public affairs, including cul- organization of Foreign and Trade 
tural affairs and academic relations. Ministers from leading Pacific nations, 


Jean C. McCloskey 
(Photo by Michael Bedford 
Photography) 


who meet to review current economic, 


Her key duties involved early iden- Nat 
social and political issues. 


tification of significant long-term 


trends, initiating major strategic policy Mrs. McCloskey replaces Paul Labbé, 
Jean C. McCloskey was recently thrusts, and providing leadership in who was recently appointed President 
appointed as the new President of efforts by all levels of government of the Export Development Corporation. 
Investment Canada. and the private sector to better secure 
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A two-day meeting focusing on is- the Canadian network and infrastruc- foreign investments, or to invest 
sues relating to investment, technology ture in meeting these needs and in intro- abroad,” said Minister Wilson, “and the 
and strategic alliances was held in ducing Canadian companies to possible importance of partnering and technol- 
Munich, Germany in September 1991. European partners. ogy acquisition to improve the competi- 
Hon. Michael H. Wilson, the Minister Workshops focused on the exchange tive advantage for Canadian companies. 
of Industry, Science and Technology of operational information between the 
Canada, attended the The European posts and Ottawa, 
Investment, Strategic Alliances and with a view to im- 
Technology Meeting, along with com- proving program 
mercial counsellors from the European implementation, 
posts, and representatives from External administrative sup- 
Affairs and International Trade Canada port and promotion- 
(EAITC), Industry, Science and Tech- al techniques. An 
nology Canada (ISTC), and Investment interdepartmental 
Canada. committee has been 
An underlying objective of the Set up to review the 


recommendations 


meeting was to discuss the proposed ; 
made in Munich. 


government’s programs to assist 


Canadian companies become more “It’s very impor- 
competitive internationally, partic- tant that we educate 
ularly with respect to strategic alliance Canadian com- 
initiatives. panies with respect 
to the need to form 


A discussion was undertaken to assess 
the capabilities of Canadian companies 
to identify their international business 
needs, and to evaluate the capacity of 


strategic alliances From Left: John A. MacDougall, M.P. for Timiskaming; 
Paul Labbé, former President of Investment Canada; 
and the Hon. Michael H. Wilson, Minister of ISTC, 
and Minister responsible for Investment Canada. 


with foreign 
partners to attract 
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SEARCHING FOR JAPANESE PARTNERS 


74 


“anad2 


HIFARA 


Richard Lovatt, Investment Canada’s Manager for 
| Japan, offering investment information to 
| Japanese visitors to G-BOC. 


1991. G-BOC is or- 
ganized by the Osaka 
Chamber of Commerce 
and Industry and other 
economic development 
organizations in the 
Kansai area (region sur- 
rounding Osaka) which 
account for 20 per cent 
of Japan’s GNP. 


About 800 govern- 
ment and business 
people from 42 
countries took part, 
mingling with some 
20,000 Japanese busi- 
ness visitors who repre- 
sented over 2,000 com- 
panies. The keynote 


For the second year in a row, Invest- 
ment Canada took part in the Global 
Business Opportunities Convention 
(G-BOC) in Osaka, Japan in October 


GROWING TOGETHER 


Growing Together, a new handbook 
from the Investment Development 
Program, provides practical advice to 
Canadian business people considering 
joint ventures as a means of expansion. 


The handbook covers the whole life 
of a joint venture, from conception to 
winding up. Special attention is given 
to selection of a partner, the negotiation 
process, and the management of the 
joint venture. Critical success factors 
identified include: getting a clear under- 
standing of your own and your 
partner’s objectives; building trust; 
realistic recruitment; and senior 
management commitment. 


Experienced joint venturers who 
reviewed the handbook commented that 
it was “a thorough and comprehensive 
study of what makes a joint venture 
tick” and “an excellent summary of the 
aspects to be considered before entering 
a joint venture”. 


— Ken Hart, Investment Canada 


speaker was well- 
known author Alvin Toffler. Seminars 
and workshops were held on such sub- 
jects as “How to Gain Access to the 
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S ignificant benefits normally accrue 
from foreign direct investment, and 
because of this, Investment Canada’s 
leadership role is increasingly important 
in the globally competitive marketplace. 


In the Agency’s 1990-91 Annual 
Report, the Minister responsible, 
Hon. Michael H. Wilson, points out that 
the Agency’s role is to advise the govern- 
ment of Canada’s investment perfor- 
mance to get across the message to all 
Canadians that investment is crucial to 
our economic future, and to co-ordinate 
a national effort to attract and facilitate 
value-added investment from abroad. 


The report suggests that the rapid adop- 
tion of technological capabilities that 
can come through foreign investment is 
particularly important for Canada, and 
that Canada’s competitiveness has be- 
come a matter of real concern. 


Recent studies by the Agency into the 
country’s competitiveness indicate that 
“there 1s no easy panacea for raising 
Canada’s productivity and economic 


Japanese Market,” and Richard Lovatt 
of Investment Canada addressed audien- 
ces about the Canadian investment 
climate. 


A critical feature of G-BOC was a 
matchmaking exercise in which in- 
dividual business meetings were ar- 
ranged between Canadian and foreign 
firms in the fields of optoelectronics, ar- 
tificial intelligence, advanced ceramics, 
industrial wastewater management and 
biotechnology. 


As a result of participation in G-BOC, 
the Canadian team gained a good deal 
of exposure among business people in 
the Kansai area. Investment Canada 
received a number of trade and invest- 
ment-related inquiries, many of which 
are expected to lead to business linkages 
between Japanese and Canadian firms. 


— Richard Lovatt, Investment Canada 


Investing in Canada is published 
quarterly by Investment Canada, 
the investment development agency 
of the federal government. The 
mandate of Investment Canada is 
to promote investment in Canada, by 
both Canadians and non-Canadians; 
to carry out research and provide 
policy advice on investment matters; 
and to review major foreign invest- 
ments to ensure they are 
of net benefit to Canada. 


Editor-in-Chief — Richard Bégin 

English Writer/Editor — Lillian Rukas 
French Writer/Editor — Vincent Beaulieu 
Production — Bernard Cossais 
Publishing Officer — Nicole Lalonde 


Investing in Canada 
P.O. Box 2800, Station D 
Ottawa, Ontario KIP 6A5 

Tel: (613) 995-9525 

Fax: (613) 996-2515 


growth. A wide variety of measures are 
called for, of which greater investment 
and savings will clearly be a part”. 
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THE FEDERAL BUDGET: 
ENCOURAGING GREAT ER INVESTMENT 


INSIDE THTS ISSUE 


In the face of today’s economic chal- 
lenges, trade and investment have aly ays 
been two of the key components of 
Canada’ s prosperity. In this issue we 
survey some of the Federal Budget propo- 
sals. These measures represent important 
steps to further improve the investment 
climate in Canada and to make Canadian 
business more competitive in the global 
marketplace. 


Canada has also introduced new 
policies in the oil and gas industry, in 
order to maintain a healthy and vibrant 
industry which can meet the challenges 
of today’s economic environment. 


The article on Canada’s new book pub- 
lishing policy outlines the new directives 
concerning foreign investment in the book 
business. This new approach is designed 
to give clear and expeditious guidelines 
for foreigners wishing to invest in 
Canadian publishing, while at the same 
time safeguarding Canada's cultural 
interests. 


P roposals to promote greater investment, initiative and jobs are part of an action CONTENTS 
plan for recovery and sustained growth put forward in the Federal Budget presented 
to Parliament on February 25, 1992. 


Ericsson R&D Project p. 4 
The budget included tax reform proposals to ensure that the Canadian corporate tax 

regime remains competitive with tax measures in the world community and particularly Videoconferencing aes 
in the United States. 

Among the budget measures “to encourage initiative and productive investment” are: Ocean Industry Joint Venture p. 6 

[1 A Reduction in The Tax Rate on Manufacturing and Processing Profits New Book Publishing Policy ey 

The Government proposes to reduce the manufacturing and processing tax rate 

from 23% to 22% on January 1, 1993, with a further one point reduction on ‘Yew Oil and Gas Policy p. 8 
January 1, 1994. 

: C'anada-Korea LOU p. 10 


This reduction in corporate income tax will enhance the competitiveness of companies 
involved in manufacturing and processing activities by freeing up (p- 2). 
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funds for reinvestment. A lower corpor- 
ate income tax rate for manufacturing 
and processing activities also provides 
some help to Canadian companies 
competing in domestic and foreign 
markets against foreign companies 
that benefit from export tax incen- 
tives. The general tax rate that a 
jurisdiction applies to manufacturing 
and processing profits is one of the 
factors that influences the location 
of new investment. It is expected 
that this change will encourage more 
productive, income-producing invest- 
ment in Canada by manufacturing 
and processing firms. 


An Increase of The Capital Cost 
Allowance Rate on Manufacturing 
and Processing Equipment 


The budget proposes to increase the 
capital cost allowance rate for manu- 
facturing and processing machinery 
from 25% to 30%, for acquisitions 
made after February 25, 1992. 


An important variable in a firm’s 
decision to invest in Canada Is the 
rate at which acquisitions of equip- 
ment and machinery may be deducted 
in calculating taxable income. If early 
deductions can take place, after-tax 
costs are lowered during the important 
initial years of an investment. This 
can increase the financial rate of return 
on a project and enhance the relative 
attractiveness of an investment. 


A Reduction in The Withholding 
Tax Rate on Direct Dividends 


The Government has indicated that 

it is prepared to negotiate reciprocal 
agreements with Canada’s trading 
partners to reduce to 5% the with- 
holding tax rate on direct dividends. 
Direct dividends are those earnings that 
are paid by a Canadian affiliate to a 
foreign parent or other corporation 
with a substantial interest in the affiliate. 


With investment becoming increasingly 
mobile, a high rate of withholding tax 


can act as a barrier to capital flows. 
The withholding tax can represent 

an additional cost to a multinational 
company that might discourage invest- 
ment in Canada. Furthermore, since 
withholding taxes are assessed on a 
reciprocal basis under the terms of 
tax treaties, a high rate can also hinder 
the investment plans of Canadian-based 
multinational companies. 


~) An Enhancement of Research and 


Development Tax Measures 


The budget includes a commitment 
to enrich the tax incentives for research 
and development by $230 million 
over the next five years. Most of this 
amount is associated with changes 
to the tax rules which will lessen the 
current level of administrative burden 
imposed on R&D performers. 


Canada’s tax system for the perfor- 
mance of R&D is one of the most 
generous in the world. With these 
contemplated changes, the adminis- 
tration of these tax provisions will be 
made more efficient, thereby further 
improving the investment climate for 
research and development in Canada. 


~) An Extension of The Small 
Business Financing Program 


The Small Business Financing Program 
was developed to help small businesses 
in financial difficulty by allowing 
them to obtain loans at lower interest 
rates. This program was confined to 
only those loans received prior to 1988. 
The new Federal Budget proposes to 
extend this type of financial aid to loans 
received after February 25, 1992 and 
before January 1, 1993. Furthermore, 
the ceiling for loans to individual small 
businesses under the Small Business 
Loans Act will be doubled to $200,000. 


~| An Amendment to The Lifetime 
Capital Gains Exemption 


The $100,000 lifetime capital gains 
exemption will be targeted toward 
more productive investment. The 


exemption will no longer be provided 
to capital gains accrued on real estate 
after February 1992. 


~) An Encouragement to Investment 
in Venture Capital Funds 


The Government will encourage the 
growth of labour-sponsored venture 
capital funds. The maximum income- 
tax credit for investment in these funds 
will be increased from $700 to $1,000. 


The budget extends the investment 
limits for contributions by individuals 
to labour-sponsored venture capital 
companies to $5,000 from $3,500 
per annum. This initiative will assist 
in augmenting the supply of equity 
capital for investment in new and 
growing Canadian companies. 


A MORE POSITIVE 
INVESTMENT CLIMATE 


Taxation is one of the major factors in 
determining the level and location of in- 
vestment. The above actions, when taken 
together with earlier tax reform measures, 
make Canada a more attractive location 
for investment. 


Before the changes proposed in the 
budget, a Canadian company faced a 
four-point disadvantage in tax rate vis-a- 
vis the United States. When the budget 
measures are fully phased in, the average 
statutory tax rate on income earned by 
a Canadian firm would decline by five 
percentage points, making the rate lower 
than in the U.S. Firms will now have an 
increased incentive to allocate more of 
their investment to Canada. 


When marginal effective tax rates are 
compared, the changes proposed in the 
budget will lower the marginal tax rate 
on an investment in machinery and equip- 
ment in Canada by about 2.8 percentage 
points, making it about one percentage 
point lower than the rate on a comparable 
new investment in the United States. 


(p. 3) y 
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In the recent budget, the Minister of 
Finance forecast that real growth for 1992 
would be 2.7%, followed by a growth rate 


Effective Statutory Tax Rates on M&P Income Earned 


in Canada and the United States 


of 4.5% for 1993. It is expected that these 


ok Income earned Income 
numbers will give Canada’s economy the in Canadian subsidiary earned by 
T 
largest rate of growth amongst the G-7 ARR Proposed U.S. parent 
countries over that time. 
(per cent) 
Inflation is currently running at an Peder 24 22 34 
annualized rate of 1.6%, its lowest level Pate ie 2 ; 
eke s : 5 
since the early 1970s. Inflation in Canada 
is forecast to remain about 1 percentage 
point lower in the period ahead than in Total income tax 37 35 39 
the United States. Net withholding tax? 6 3 n/a 
Wage settlements also show how infla- 
tionary pressures have eased. For the last Total income and withholding tax 43 38 39 


quarter of 1991, public sector settlements 
averaged 2.4%. In the private sector, 
wage settlements fell to 3.3%, down 
from a first quarter increase of 5.1%. 


Prime lending rates are now at their 
lowest since the early 1970s. The 90-day 
commercial paper rate is projected to 


' Basic M&P tax rate plus the 3 per cent surtax. 

* Provincial and state tax rates are averages. Actual rates will vary across jurisdictions. 
The state tax rate reflects the fact that state taxes are deductible for federal tax purposes 
in the United States. 

> The withholding tax applies to dividends paid to the foreign parent out of aftertax 
income of the subsidiary. 


Source: The Budget Papers 


average 6.5% in 1993. 


As a result, Canada is able to offer 
potential investors a low rate of inflation 
and a low cost of capital environment. 
The budget measures have been designed 


to enhance Canada’s investment, trade 
and productivity performance. They 
recognize the role investment plays in 


creating prosperity, as well as its import- 
ance to the growth of the Canadian 
economy. 


INVESTMENT: THE KEY TO PRODUCTIVITY AND ECONOMIC GROWTH 


Investment has long been recognized as being an important 


contributing factor to Canada’s economic well-being. Its S1g- 
nificance was examined in a recent study prepared for Investment 
Canada by David Slater, former Chairman of the Economic 
Council of Canada. The paper, entitled “The Contribution of 
Investment and Savings to Productivity and Economic Growth 
in Canada”, suggests that Canada is under-saving and under- 
investing. According to the study, improved productivity perfor- 
mance for the Canadian economy will depend, at least in part, 
on the following: 


CO a significant increase in the investment effort: 


© a shift in the composition of investment from residential 


and non-residential construction to investing in machinery 


and equipment and research and development; 
© a significant improvement in the efficiency of investment; 


CO) strengthened investment linkages with the rest of the 
world, both through international investment in Canada 
and Canadian direct investment abroad; 


(cont'd from p. 2) 


OJ strengthened investment linkages within Canada through 
the removal or reduction of interprovincial trade and 
investment barriers. 


Foreign investment brings many important benefits to Canada, 
among them technology transfers, product innovation, access 
to new markets and job creation. Increasingly, we are becoming 
aware that international investment by Canadians is also important 
to competitiveness. Canadian firms need the benefits of econ- 
omies of scale and the alliances that international investment 
can bring. 


While Canadian investment performance has been generally 
positive, there is an understanding that an increased investment 
effort, both in terms of quantity and quality, will have to be 
part of our response to challenges of the future. 


For more information contact: John Knubley, Director of 
Research, Tel: (613) 995-7077, Fax: (613) 996-2515. 
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ERICSSON LAUNCHES R&D PROJECT IN MONTREAL 


- major world research and develop- 
ment mandate regarding cellular tele- 
phone development has been awarded 
to Ericsson Communications of Montréal 
by its parent, L.M. Ericsson of Sweden. 
The project was announced in Davos, 
Switzerland in February 1992. 


L.M. Ericsson is a leading supplier of 
public switching and mobile telephone 
systems and cable networks, with some 
70,000 employees in 100 
countries. Worldwide sales 
in 1990 totalled some 
C$9 billion. 


Ericsson will launch a 
research and development 
project in Montréal to 
develop an advanced tech- 
nology centred on the 
specific needs of cellular 
telephone users. The project 
will focus on the digitaliza- 
tion of networks and the 
development of new cellular 
services. 


The joint announcement 
was made by Québec 
Premier Robert Bourassa; 
federal Minister of Industry, 
Science and Technology 
and Minister for Interna- 
tional Trade, Michael 
Wilson; Québec Minister 
of Industry, Trade and 
Technology, Gérald 
Tremblay; and Lars 
Stalberg, Vice-President, 
Corporate Affairs at L.M. 
Ericsson. 


“Not only is this an 
example of co-operation between the 
Canadian and Québec governments in 
attracting investment, it is a good example 
of how governments and the Canadian 
subsidiaries of multinational companies 
can work together to gain additional 
R&D and manufacturing mandates for 
Canada,” said Michael Wilson. 


This project, initiated over a year ago, 
was the result of a reorganization and a 
change in operating philosophy by the 
parent company, which was planning to 
transfer product management responsi- 
bility for cellular software development 
from Sweden to North America. Existing 
facilities in Mexico, the United States 
and Canada were being considered as 
possible sites. 
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Lionel Hurtubise, President of Ericsson Communications 


(Courtesy of Ericsson Communications) 


A key point in selling the Canadian 
location was the effective integration of 
the federal-provincial packages to give 
L.M. Ericsson a clear picture on which 
to base its decision. In early 1991, the 
President of Ericsson Communications in 
Montréal, Lionel Hurtubise, approached In- 
vestment Canada for assistance in put- 
ting together a proposal to Ericsson’s 
parent to gain the assignment of a new 


world product mandate for Ericsson 
Communications. 


Investment Canada co-ordinated and 
arranged meetings at both the federal 
and provincial levels ensuring that all 
the appropriate departments were made 
aware of Ericsson’s proposal. In addition 
to arranging the meetings, Investment 
Canada gathered information on various 
government assistance 
programs which might be 
used to provide government 
funding at the federal and 
provincial levels. 


Through a co-operative 
effort involving Investment 
Canada, ISTC, the federal 
Québec Regional Develop- 
ment Office and the Québec 
Government, Ericsson 
Communications was able 
to put together a proposal 
to its parent which was 
sufficiently attractive to 
win the mandate for Erics- 
son’s Montréal facility. 


Montréal was chosen for 
several reasons, including 
the availability and quality 
of university researchers, 
its pool of specialized 
researchers working in the 
field of telecommunications, 
the calibre of companies 
likely to act as subcontrac- 
tors, the R&D carried out 
by such firms, and access 
to the Canadian and 
American markets. 


A recent announcement by Cantel has 
meant even more good news for Erics- 
son. Cantel will be the first Canadian 
cellular carrier to provide digital trans- 
mission technology coast to coast. It 
will spend close to $100 million in 
digital equipment over the next year, 
and this will be supplied by Ericsson 
Communications. 
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PROMOTING INVESTMENT THROUGH VIDEOCONFERENCING 


Canadian business people are greeting 
potential international partners without 
leaving Canada. Using the two-way audio 
and video capabilities of videoconfer- 
encing, business people from different 
geographic centres can participate in 
face-to-face meetings without losing 
valuable time travelling abroad. 


For example, senior executives from 
eight Canadian telecommunications 
equipment and related microelectronics 
firms participated in a three-hour video- 
conference in Ottawa last December. 
They were seeking strategic alliance 
Opportunities with a similar number of 
U.S. firms assembled in New York. 


The event was sponsored by Investment 
Canada, along with the Canadian Con- 
sulate General in New York; Industry, 
Science and Technology Canada (ISTC); 
and the Department of Communications 
(DOC). The videoconference was part 
of a strategy to assist Canadian firms 
locate strategic partners. 


Jean C. McCloskey, President of Invest- 
ment Canada, offered the welcoming 
remarks, and Peter Leach, President of 
the Telecommunications Research Institute 
of Ontario, followed with a brief overview 
of the Canadian telecommunications indus- 
try and supporting research infrastructure. 


On the Ottawa side of the screen, 
Canadian firms highlighted their strategic 


NEW YORK, U.S.A. 


alliance interests in 10-minute 
presentations, followed by a 
short question and answer 
period. 


Fax machines enabled the 
exchange of business cards 
and background material 
such as copies of presentation 
slides, and telephones were 
also available to permit longer, 
detailed discussions between 
the parties. In addition, five 
private one-on-one meetings 
were held by videoconference 
following the presentations. 


OTTAWA, CANADA 


Audrey Turner, Senior In- 
vestment Program Manager, 
moderated the Ottawa program. The 
Canadian firms included Bayly Communi- 
cations, CAL Corporation, CARDI Inc., 
CML Technologies, Glenayre Electronics, 
Newbridge Microsystems, NII Norsat, 
and Silcom Research. Deals sought by 
the Canadian firms include capital in- 
vestments, joint research and product 
development, and marketing arrangements. 


On the New York City side, participat- 
ing firms included N.Y. Tel, NYNEX, 
AT&T, and Grumman. David Lenihan, 
Senior Investment Adviser with the 
Canadian Consulate General in New York, 
moderated the New York program. 


The videoconference was 
part of a telecommunications 
project between Investment 
Canada and ISTC which has 
been in progress since 1991. 
At first a sector expert from 
NGL Consulting Ltd. was 
engaged. Using his recommen- 
dations, a report was prepared 
entitled, “The Case for Invest- 
ing in the Canadian Telecom- 
munications Equipment and 
Related Microelectronics 
Industry”. This paper serves 
as background material for 
potential investors and 
investment officers abroad. 


Also produced was a marketing kit en- 
titled “High Technology Opportunities: 
Telecommunications Equipment and 
Related Microelectronics - Canadian 
Partners for Global Advantage.” The kit 
highlights the favourable environment 
for doing business in Canada and contains 
profiles of 30 Canadian companies inter- 
ested in strategic alliance opportunities 
with U.S. or other international firms. 


Over 3,000 copies of the kit have been 
distributed through Canadian Embassies, 
High Commissions and Consulates and 
at Canadian Government information 
booths abroad. The information package 
has also been circulated at important in- 
dustry trade shows such as TELECOM 
"91, held in October in Geneva, Switzer- 
land, and at COMNET in Washington, 
D.C. in late January, 1992. A new ver- 
sion of the kit for the European and 
Pacific Rim markets is currently in 
production. 


For more information contact: 


Audrey Turner 
Senior Investment Program Manager, 
Investment Canada 
(613) 995-0759 


Susan Gates, 
Investment Canada 
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PROMOTING THE CANADIAN OCEAN INDUSTRY 


/n the context of federal-provincial in- 
itiatives to assist Canada’s high technol- 
ogy sector in attracting foreign partners, 
a new project, focusing on the ocean 
industry, was recently launched. 


The project is a joint venture 
with the provincial governments 
of Newfoundland, Nova Scotia, 
New Brunswick, British Columbia, 
the British Columbia Trade Devel- 
opment Corporation, and the 
federal departments of Industry, 
Science and Technology Canada 
(ISTC), External Affairs and Inter- 
national Trade Canada (EAITC), 
and Investment Canada. This 
collaborative federal-provincial 
investment promotion initiative 
represents a first for the participants. 


The project involved three stages: 
1) the development and publication 
of an ocean industry promotional 
kit; 2) the promotion of the sector 
using the kit as a focal point; and 
3) follow-up activities. 


The promotional kit contains 
profiles of leading Canadian ocean 
industry players involved in manu- 
facturing, services and research 
and development. The profiles, 
which highlight the strengths of 
the Canadian ocean industry, as 
well as the advantages of joining 
forces with Canadian firms, are 
used as a Starting point to promote 
dialogue between Canadian and 
foreign ocean-technology firms. 


The oceans kit is similar to others 
produced by Investment Canada 
over the last three years to facilitate 
and encourage the formation of 
strategic alliances, joint ventures, 
technology transfers and co-marketing 
agreements with foreign partners. Other 
sectors highlighted have included laser- 
based optoelectronics, wastewater 
management, biotechnology, artificial 
intelligence, software products and 
electronic technologies. 


The second phase consisted of invest- Dr. Russell provided an overview and 
ment seminars, round tables and one-on- a presentation of the Canadian capabilities 
one meetings. These marketing venues and potential opportunities. 


have proven to be effective methods of 
pre-qualifying Canadian firms looking 


A recent example of such a marketing in- 
itiative was held in Marseille, France on 
January 23 to 24, co-sponsored by 
the Marseille Chamber of Com- 
merce and the Canadian Embassy 
in Paris. Over 25 French ocean in- 
dustry company owners and sen- 
ior managers attended. The round 
table and ensuing one-on-one 
meetings clearly demonstrated a 
strong desire on the part of the 
French ocean industry to pursue 
alliances with Canadian firms in- 
volved in subsea intervention, 
ocean information systems manu- 
facturing and R&D, as well as 
cold ocean and offshore oil and 
gas activities. 


The third phase of the initiative will 
involve the follow-up efforts of 
Investment Canada, the posts abroad, 
the provinces, ISTC’s sector group, 
the consultant, and the firms them- 
selves to ensure that potential oppor- 
tunities for matchmaking and 
partnering arrangements are pursued. 


The kit was made available to inter- 
ested foreign firms and institutes 
at Oceanology International ’92, 
held in Brighton, England on 
March 10 to 13. As well, the kit 
will be distributed at Techno- 
Ocean ‘92 in Yokohama, Japan 
International Hard Suits of Vancouver designed and on October 21 to 24, with the 

manufactures the revolutionary one-atmosphere company and institutional profiles 

diving system known as the NEWTSUIT. available in Japanese. 
(Courtesy of International Hard Suits) ; 
; For more information contact: 
William Ryback 
for foreign partners. To ensure that the Project Officer 
investment needs and business interests Investment Prospecting Group 
of Canadian companies are served, a Tel: (613) 995-7941 
private sector industry expert, Dr. Wilson FOCI ae 
Russell, President of Cabot Management 
of Vancouver, was engaged for these 
events. 
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NEW BOOK PUBLISHING POLICY 
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A policy designed to strengthen Cana- 
dian publishing activity and make it more 
competitive was announced in January 
1992. The policy package of expenditure 
and regulatory initiatives includes new 
guidelines for investment reviews, 
and improves or introduces posi- 
tive incentives for the 
book sector. 


The industrial assistance program, 
administered by the Department of 
Communications, is being enhanced in 
order to improve the financial viability 
of Canadian-owned publishers who 
have been particularly constrained by 
the limited size of the Canadian market. 
Copyright legislation will be amended 
to give exclusive distributors (both 
foreign and Canadian-owned) greater 
protection of their distribution rights, 
thereby buttressing their market base 
for publishing. 


The guidelines regulating foreign invest- 
ment in the book business are brought 
more into line with the approach used for 
other cultural sectors such as film and 
sound recording. The reviewing policy 
with respect to the publishing industry 
aims to enhance the contribution to 
Canadian cultural objectives made by 
foreign-controlled companies, while at 
the same time preserving the scope for 
Canadian-owned ventures. 


In the case of indirect acquisitions, the 
previous directive (popularly referred to 
as the 


Baie-Comeau 
rule) stating that the 
foreign investor must divest the 
Canadian business within two years has 
been discontinued. Instead, such invest- 
ments are reviewed to determine if they 
are likely to be of net benefit for Canada 
(the “net benefit test”), as set out in the 
Investment Canada Act, including a con- 
tribution to Canadian cultural objectives. 


The types of performance commitments 
anticipated, which are described in the 
published guidelines, involve investor 
support for the Canadian-based distribu- 
tion network for indigenous and imported 
books. These performance commitments 
also include the maintenance of profes- 
sional development facilities on which 
the Canadian-owned publishers depend, 
as well as investment in developing 
Canadian authors. 


In the case of a direct acquisition of a 
book publishing or distribution business 
which is already foreign-controlled, the 
same net benefit test would apply. In 
addition, there would need to be credible 
evidence provided with the application 
to show that Canadian investors were 
given a full and fair opportunity to bid 
for the business. 


The parameters of the enhanced assist- 
ance program reflect the high degree of 
concentration on Canadian-authored titles 
characterizing Canadian-owned publishing 
businesses. This is why the prohibition 
of foreign-controlled investment in new 
businesses remains a feature of the policy. 


Similarly, acquisitions of Canadian- 
controlled businesses will not normally 
be permitted. Only where clear financial 
distress can be demonstrated, and there 
has previously been a full and fair oppor- 
tunity for Canadians to bid, will acquisi- 
tion of a Canadian-owned business by a 
foreign investor be considered under the 
net benefit test. 


The continuing limit on the scope for 
foreign investment in the book industry 
expressed in these guidelines recognizes 
the need to preserve a place for Canadians 
in this culturally significant domain. It 
complements the stimulus to these acti- 
vities generated by the other elements 
of the Government’s industry package. 


This regulatory reform does not alter 
the process for screening foreign invest- 
ments in the book industry. The /nvest- 
ment Canada Act will be amended, 
however, to tighten the definition of what 
constitutes Canadian control for cultural 
businesses. This is needed in order to 
ensure that the guidelines are respected, 
and that a foreign investor cannot simply 
avoid the review process by structuring 
his investment to be nominally, but not 
effectively, in Canadian hands. 


With published guidelines comparable 
to the approach taken in other cultural 
sectors, Investment Canada anticipates 
a review system for the book sector which 
is clear and expeditious from the foreign 
investor’s vantage point, while safe- 
guarding Canada’s cultural interests. 


Peter Caskey and 
Lillian Buchanan 
Investment Canada 
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NEW OIL AND GAS ACQUISITIONS POLICY 


F ollowing the February 1992 Federal 


Budget, the Government announced it» À 
had decided to abandon the six-year-old | 


Oil and Gas Acquisitions Policy which 
prohibited the sale of financially sound 
Canadian controlled oil and gas businesses 
to non-Canadians. The policy had been 
administered by Investment Canada in 
its review of oil and gas takeovers by 
international investors. 


The Government’s overall policy 
goal, to attain 50 per cent ou 
ownership in the upstream"? oil and gas 
industry, was based on the belief that 
Canadians were not sufficiently benefit- 
ing from oil and gas production. The 
Acquisitions Policy was the primary 
focus for attaining this goal. 


The dominance of international com- 
panies in the upstream oil and gas industry 
has been a high public profile issue since 
the 1950s. Canadian ownership and con- 
trol of the industry increased steadily in 
the 1970s and early 1980s, and reached 
the highest levels in 1985- 80-24 


According to Government surveys, 
Canadian ownership levels for the upstream 
oil and gas industry declined from the 
peak of 48 per cent reached in 1985, to 
42 per cent in 1988, but have rebounded 
to 44 per cent in 1990 (see graph). 
When the 10 per cent of small, virtually 
100 per cent Canadian- owned businesses 
not surveyed by the Government i is taken 
into account, the level of Canadian à 
ownership could now be as high as 
49 per cent, which almost meets the 
Government’s target. be Tie 


The rationale for a Canadianization | ‘i 
policy was grounded on four factors: | 
(1) a public view that Canadians should _ 
have the opportunity to own and control 


a strategically important industry that was 
benefiting from significant government 
assistance; (2) a concern that Canadians 
share directly in the large profits from 


| oiland gas production; (3) a belief that 


Canadian-owned companies behave in 

a manner more sensitive to Canadian 

national interests; and (4) a distrust of 
the multinational oil companies. 


_In today’s difficult circumstances, these 
views are no longer convincing. The best 
way to ensure a secure supply of oil and 
gas 1s to create conditions to foster a 
healthy and vibrant industry. Canadian 

- ownership restrictions were limiting 
industry prospects by cutting off import- 

ant sources of investment capital. Antici- 

_ pated high profits have not materialized 
and are unlikely in the foreseeable future. 


Behavioural differences between foreign 
and Canadian-controlled firms have 
proven to be modest. A more pressing 
concern is that all oil companies in 
Canada, regardless of ownership, must be 
allowed the opportunity to rationalize 
their operations and invest to improve 
productivity. Restrictions on ownership 
were a barrier to this rationalization and 
investment. 


~ Canadians need not be concerned that 
elimination of this policy means we are 
selling out a key industry. The facts are: 

_ Canadians are owners of their energy 

_ resources and will continue to own them 

> regardless of who may own the companies 

| producing the resource. Canadians will 

__ continue to benefit from their ownership 
of energy resources from the collection 
roi royalties and income taxes which 


. a apply equally to all energy producers 


wi of aN pagent S MAMAN 


that apply to other 


Lice ee ; ae : 
Upstream” refers to the production of oil and gas from wells as opposed to “downstream” 
which refers to the refining, marketing and distribution of petroleum products and natural gas. 


Canadians will continue to have control 
over energy resource development and 
exploitation through their provincial 
and federal regulatory agencies. 


But Canada also needs development 
capital and new technology. Canadians, 
unfortunately, have not been willing or 
prepared to come forward with sufficient 
new equity investment to fund needed 
new development. Strategic alliances 
with international oil companies allow 
Canadian-based firms to export their 
expertise, particularly in the areas of 
seismology, offshore and arctic drilling, 
and oil sands development, to oil producing 
areas around the world. 


Elimination of the Acquisitions Policy 
does not, however, mean the elimination 
of the Government’s role in this area. 
Investment Canada will continue to review 
international acquisitions in the oil and gas 
sector under the “net benefit to Canada” 
criterion as it always has. This requires 
that a prospective investor submit a 
detailed business plan to Investment 
Canada showing how it proposes to 
develop the b Se 


and employn 
that there is no longe 
the rh of C 
businesse 
difficult 


modified to extend 
gas investments the s 
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under the Canada-U.S. Free Trade 
Agreement. For U.S. investors, this will 
raise the thresholds above which an 
acquisition becomes subject to the Act 
from $5 million to $150 million for 
direct acquisitions. There will be no 
review for indirect acquisitions. For all 
other foreign investors, thresholds for 
review will remain at $5 million for 
direct acquisitions and $50 million for 
indirect acquisitions. 


Investment Canada will continue to seek 
assurances that international investors 
acquiring Canadian oil and gas businesses 
and properties are prepared to commit the 
financial and other resources necessary 
to carry out exploration and development 
programs for the properties acquired. 
Furthermore, Investment Canada will seek 
to ensure that Canadians will continue 
to play a prominent role in the direction 
and management of the businesses being 
acquired. 


The elimination of the Acquisitions 
Policy presents new opportunities to 
Canadian and international investors 
alike. Canadian owners of oil and gas 
properties will be able to sell properties 
to any investor, for the best return, and 
rationalize their holdings. 


Similarly, international owners may 
now make property acquisitions which 
have a strategic fit with their existing 
holdings. 


The overall result should be an enhance- 
ment of the value of the resource base 
for all investors and a more productive 
Canadian exploration and producing 
industry. 
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(cont'd from p. 8) 


Canadian Ownership And Control Of 
Oil & Gas Upstream Revenues 


Percentage 
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Source: Petroleum Monitoring Agency 


Hong Kong Investors Attracted to Canadian Oil Patch 


The Canadian oil and gas industry has recently been the beneficiary of major 
investments by Hong Kong investors. The first of these investments occurred when 
Mr. Li Ka-shing purchased for $325 million the 43% interest in Husky Oil Limited 
held by Nova Corporation of Alberta. In March of 1992, a consortium of two Hong 
Kong based companies, led by Dr. Cheng Yu-Tung, acquired for $70 million the 
41% of Numac Oil and Gas Ltd. owned by Consolidated Enfield Corporation. Both 
transactions were approved under the /nvestment Canada Act. 


While Mr. Li was already an investor in the Canadian industry, owning 43% of 
Husky since 1987, this was Dr. Cheng’s first major venture in Canadian oil and 
gas. This investment was the first acquisition approved following the Government’s 
recent decision to abandon its oil and gas policy which prohibited the sale of healthy 
Canadian controlled businesses to foreign interests. Commenting on the Numac 
acquisition, Dr. Cheng said, “This acquisition is the first step towards a major long- 
term investment in oil and gas. Our ultimate objective is for Numac to become a 
major force in the Canadian oil and gas industry.” 


Mr. Li has reinforced his commitment to the industry through his plans to inject 
$500 million into Husky to stabilize its financial situation and allow it to continue 
with major energy projects, notably the Bi-Provincial heavy oil upgrader and the 
Caroline sour gas development project. 


While Hong Kong investors have been investing in Canada for many years, their 
activity has predominantly been in real estate and property management. These latest 
ventures into oil and gas represent something of a departure and could presage further 
investments in resource-based and manufacturing businesses. 
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CANADA AND KOREAN BANK SIGN LETTER OF UNDERSTANDING 


rs. Jean McCloskey, the President 
of Investment Canada, and Mr. Hyung- 
Koo Lee, Governor of the Korea Develop- 
ment Bank (KDB) jointly announced on 
February 17, 1992, that a Letter of Under- 
standing (LOU) between the two organiza- 
tions was signed in Seoul. This is the 
first time that either party has engaged 
in this type of initiative. 


There have been growing economic 
ties between Canada and the Republic 
of Korea, and both countries are aware 
of the importance of domestic and inter- 
national business investment to their 
national economies. In this regard, the 
LOU will help to encourage and facilitate 
bilateral direct investments in both coun- 
tries, and foster co-operation between 
Canadian and Korean companies through 
the formation of investment alliances in 
Canada, in Korea, and in third countries. 


Under the LOU, Investment Canada and 
the KDB will exchange views and infor- 
mation to facilitate investment activities 
of benefit to both Korean and Canadian 


companies. Activities will involve presen- 
tations to potential investors, information 

dissemination, seminars, identification of 

investment opportunities, the identifica- 
tion and introduction of potential invest- 
ment partners, or other mutually agreed 

upon activities. 


The KDB is a leading financing institu- 
tion, fully owned by the Government of 
Korea. Established under the KDB Act, 
it furnishes and administers funds for 
major industrial projects to expedite in- 
dustrial development and expansion of 
the national economy. 


Investment Canada is the agency of 
the Government of Canada mandated 
under the authority of the Jnvestment 
Canada Act to promote business invest- 
ment in Canada by Canadians and non- 
Canadians. 


Senior officials of both parties will meet 
on an annual basis and regular contact 
will be maintained to foster co-operation 


with each other and offer assistance to 
clients. Both parties will, as soon as 
possible, designate representatives to 
implement these objectives. 


“The LOU is a milestone event for In- 
vestment Canada,” said Mrs. McCloskey. 
“Tt will help Canadian companies in for- 
ming strategic partnerships with Korean 
counterparts, thereby enhancing the global 
competitiveness of both countries.” 


Mr. Lee added, “the LOU would be 
very useful for the KDB to encourage 
business investment by Korean com- 
panies in Canada. Furthermore, it will 
provide an important momentum for 
enhancing the co-operation between 
our two organizations.” 


For further information contact 
Mr. Henry Yau of Investment Canada 
at (613) 995-6634. 


Investing in Canada is published 
quarterly by Investment Canada, 
the investment development 
agency of the federal government. 
The mandate of Investment 
Canada is to promote investment 
in Canada, by both Canadians 
and non-Canadians; to carry 
out research and provide policy 
advice on investment matters; 
and to review major foreign 
investments to ensure they are 
of net benefit to Canada. 
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INVESTMENT MONTH 
INVESTING IN CANADA’S FUTURE 


. TORONTO 


WINNIPEG 


Forums on Investment are to be held on June 4 (Vancouver), June 9 (Winnipeg), & a } 
June 11 (Montréal), June 12 (Halifax) and June 15 (Toronto). em aS / 
My TS 
The month of June has been designated Investment Month by the Honourable FRAME ER 
Michael Wilson, Minister of Industry, Science and Technology and International CONTENTS 


Trade. The purpose of the designation is to raise the appreciation of investment as a 
key determinant in Canada’s future prosperity. 


Minister Wilson Announces 


Roundtables and workshops will be held across Canada during the month of June. Investment Forums De 2 
Members of the business, labour and academic communities and government repre- 
sentatives will discuss what is needed to increase the level and quality of investment Investing In Canada’s Future Dies 
in Canada. ; 

Canada’s Investment 

The workshops will explore four themes: 1) The National Investment Challenge: Counsellors Program p. 5 
2) Making Quality Investments; 3) Seeking Foreign Investment, and 4) Canadian 
Firms and Global Markets. A Canadian Perspective on 

International Investment p. 6 


These investment forums are part of the Government’s Prosperity Initiative which 
was announced in the last Speech From The Throne. Their focus will be on the 
national investment challenge of increasing both the quantity and quality of Canada’s 
investment effort for a prosperous tomorrow. 


President of Investment Canada 
Visits Taiwan and Korea p. 8 


INVESTMENT INVESTISSEMENT 
CANADA CANADA 
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INVESTING IN CANADA 


_ 


INVESTING IN CANADA’S FUTURE 


Excerpts from The Hon. Michael H. 
Wilson’s speech at a special joint session 
of the Empire Club and the Canadian 
Club on May 29, 1992 in Toronto. 


The 21st century can belong to Canada, 
if, and only if, we are prepared to invest 
in our future. 


Investment in our future was one of the 
important considerations behind the launch 
of our current Prosperity Initiative — an 
initiative designed to increase public aware- 
ness of the challenges and choices before 
us; to generate practical advice from 
Canadians; and to build a national plan 
of action to secure our future together. 


The initiative is our response to some 
undeniable facts of modern Canadian life. 


“ The fact, proven so ably by the 
Japanese, that national prosperity 
can’t be built on short sighted, short 
term actions, whether taken by 
executives focused on the next 
quarter, or politicians focused on 
the next election. 


“) The fact that any long-term strategy 
in a democratic society requires 
broad public support, which in turn 
requires broad public awareness of 
the choices before us. 


“) And the fact that, in this fast paced 
and complex world, many of the sol- 
utions to our national problems rest 
less and less with the state and more 
and more with individuals and firms. 


That is why we launched our initiative 
with not one, but two goals in mind. 
The first was to ask Canadians what the 
country could do for them — to seek 
advice about what government can do 
to improve the competitive environment 
in Canada. 


And the second goal, of even greater 
importance, was to prompt Canadians 
to think about what they can do for 
themselves - to encourage individuals 
and companies to do a critical self- 
examination, so they can enhance 
their own competitive positions. 


The Honourable Michael H. Wilson, 
Minister Responsible 
for Investment Canada 


The emphasis on private sector initia- 
tive is not to say that there is no role for 
government. Of course there is. Rather, 
it is to say that in the end, our collective 
future won’t be determined by state 
action, but by the countless, daily deci- 
sions taken by thousands of Canadians. 


And through the publicity generated 
by such events, we hope to spread the 
news of the critical role investment 
plays in securing our future and the 
challenges and choices confronting 
Canadians and Canadian firms. 


Today I would like to outline the next 
step in the Prosperity Initiative — our 
plan to focus public attention on the 
national investment challenge before 
Canadians — the challenge of increasing 
both the quantity, and the quality, of 
our investments in tomorrow. 


We don’t know the precise magnitude 
of the savings and investment challenge 
before us, for it very much depends upon 
the relationship to productivity, and how 
determined we are as a nation to invest 
in our future. But we do know we will 
have to save more, invest more and invest 
more intelligently in the future than we 
have done in the recent past. 


If we compare ourselves only with the 
Americans, we look like big savers. But 
if we raise our sights and compare our- 
selves to the Europeans and Japanese, 
the picture is not so rosy. There is no 
comfort in saving twice as much as the 
Americans when we save less than half 
as much as the Japanese. And that is 
exactly what has happened, with a 20 year 
net national savings rate of 6 percent in 
the United States, 11 percent in Canada 
and 23 percent in Japan. 


So we face the challenge of increasing 
the quantity of our investments. What 
about their quality? 


A close examination reveals some 
disturbing facts about the quality of our 
past investments. Our overall average 
performance, in terms of quantity, 
masks the fact that Canada is second in 
investment in residential construction, 
but twenty-first in investment in 
machinery and equipment. 


There are also concerns about whether 
Canada’s sectoral investment has been 
well placed to secure best future return. 
While it is easier to second guess private 
sector performance than to actually be 
in the corporate “driver’s seat”, we 
must begin to question whether some 
of our sectoral decisions have been the 
right ones and whether they were made 
on the basis of sound information about 
the future. 


That is the message which we plan to 
carry to Canadians during the month of 
June — a message which complements 
the ongoing work of the Prosperity 
Steering Group. And the importance of 
this investment challenge is why I am 
designating June as Investment Month. 
Through five forums in Vancouver, 
Winnipeg, Montréal, Halifax and 
Toronto, we want to hear from informed 
Canadians about how we can improve 
the quantity and quality of investment 
in the country and whether the investment 
climate in this country is conducive to 
making these changes. 
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The following is a synopsis of some 
of the issues to be discussed at the 
Investment Forums in June as set forth 
in the workshop discussion guide. 


INVESTMENT: A KEY 
COMPONENT OF 
CANADA’S PROSPERITY 


The adequacy of a country’s investment 
effort has a direct bearing on its pros- 
perity not only in the present but in the 
future. 


Investment in buildings, infrastructure, 
machinery and equipment accounts for 
almost one-quarter of the Canadian Gross 
Domestic Product each year. Replacing 
worn-out and outdated capital with new 
capital strengthens a nations’s productive 
capacity. 


This process starts a cycle of increasing 
income and wealth, enabling further 
Savings and investment, in a mutually 
reinforcing process. New investment 
brings new technology, increased 
knowledge, and more skilled labour 
into the economy. 


Any action to improve the investment 
effort will need the full co-operation of 
all levels of government, the business 


Theme |: The National Investment Challenge 


Theme 2: Making Quality Investments 


CO) Why was Canada’s productivity performance during the 1980s so disappointing 
when investment was relatively strong? Has the quality of investment been poor? 


©) Where should Canada be investing? Should the high-technology sector be more 
heavily favoured? Is Canada losing out to the rest of the world in high growth 
sectors? 


©) What have been firm-level experiences to date with freer trade relationships? 
What type of investment has proven to be of major benefit? What has proven dis- 
appointing? 


©) Has there been a serious cross-border movement of business to the United 
States? Is this a reflection of global rationalization or of disadvantages to 
operating in Canada? If the latter, what are the major problems? 


© Are interprovincial barriers to trade harming investment decisions? 


J Are there firm-level illustrations where quality investments have been 
frustrated because of government regulations or other policies? 


community, the financial community, 
labour and Canadians at large. 


profitability. Rates of return are tradition- 
ally determined by two main factors: 
market forces and interest rates. Both of 
these elements are affected by complex 
internal and international variables. It 

is essential that they constantly be re- 
examined as the economic environment 
changes. 


Investment Climate And The 
Rate of Return for Investment 


The climate for investment in Canada 
must compare favourably to alternatives 
abroad; or otherwise, international 


: ; : However, investment rate of return does 
investment will go elsewhere. 


not depend solely on market forces or 
interest rates. Government initiatives and 
a nation’s characteristics have a bearing 
on the profitability of any investment. 


There are many factors that contribute 
to the investment climate. These can be 
best described in terms of their effect on 


The most obvious public sector policy 
that affects investment is the tax structure. 


internationally? 


investment effort? 


© What broad policy changes or initiatives would materially improve Canada’s 


investment effort? 


J What do we mean by the nation’s investment effort and how do we compare 


J How could an intensified investment effort in Canada be realized? Will it occur 
automatically in response to market forces, or will it take a concerted national effort? 


J How can Canada generate the domestic savings necessary to support an intensified 


© What partnerships are needed between business, labour and government? Are 
investment and innovation still perceived as a threat to job security and, if so, 
what can be done to create a more positive response? 


However, governments also indirectly 
affect rates of return by the degree to 
which they provide a skilled labour 
force and an adequate infrastructure for 
business. Other diverse policies such as 
preventing environmental degradation, 
achieving sustainable growth, reducing 
external indebtedness, and meeting the 
health and welfare needs of the popula- 
tion have an effect upon the earnings 
and the productivity of capital. 


Furthermore, Canada has unique char- 
acteristics that can affect the rate of return 
on investment. Canada’s geography, 


(p. 4) ¥ 
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Theme 3: Seeking Foreign Investment 


© Has the competition for international investment greatly intensified? What has 
been the experience of Canadian firms in attracting international investors? 


J Are we conveying the right messages to the international community about 
investing in Canada? Should we be doing more to elevate international 
awareness of investment opportunities in Canada? 


What can be done to improve access to international investment enjoyed by 


Canadian businesses? 


Are there ways of leveraging private-sector expertise to improve the investment 


information network? 


investments here? 


What can and should be done to better co-ordinate the investment promotion 
activities of the three levels of government? 


How can Canada improve its efforts to attract global businesses to make 


Are there investment provisions that Canadian firms would like to see reflected 


in international trade agreements such as the NAFTA? 


climate, capital-intensive industrial 
structure, and small population relative 
to its land mass, all form part of our 
investment environment. 


Investment, Productivity 
and Competitiveness 


Dr. David Slater, in a working paper 
prepared for Investment Canada entitled, 
The Contribution of Investment and 
Savings to Productivity, suggests that 
the quality of investment is just as 
important as the quantity. 


Methods of addressing productivity 
and competitiveness include investing 
in more productive machinery, and per- 
forming more research and development 
in order to generate new products for 
world markets. Another is to invest in 
human capital by providing education 
and training for Canada’s workforce. Still 
others include exploring new management 
techniques and better industrial relations. 


Canada’s unit labour costs are not 
currently competitive with its major 
trading partner, the United States. 
Canadian unit labour costs increased by 


more than 50 percent during the 1980s. 
During the same period, they barely 
increased at all in the United States. 
However, labour statistics show that 
Canadian workers themselves are 
roughly competitive with U.S. workers 


in terms of productivity and wage rates. 


Canada’s investment effort may be part 


of the solution to addressing our slower 


productivity growth and the gap in 
labour costs. 


The International Dimension 


International investment in Canada’s 
economy enables Canada to overcome 
a deficiency in domestic savings. This 
enhanced level of investment allows a 
more rapid expansion and development 
than would otherwise be possible. Inter- 
national investors bring capital and 
new technologies to Canada and give 
Canada access to new markets and 
new management skills. 


Globalization — the increasing integra- 
tion of national economies — has accel- 
erated and transformed the way business 
is structured and conducted. One import- 
ant dimension of this change is the 
growing importance of international 
investment as the vehicle for securing 
and serving international markets. 


Canadian firms enrich Canada when 
they invest abroad. As Canadian firms 
establish themselves internationally, 
they are not only in a better position to 
increase market share, they provide 
additional opportunities for the export 
of Canadian goods and services around 
the world. 


Theme 4: Canadian Firms and Global Markets 


J Are Canadian firms sufficiently aware of the need to think and act “globally”? 


J Joint ventures and other forms of strategic alliances are an increasingly important 


means of “going global”. What has been the experience of Canadian firms with 


such ventures? 


© Are formal regulations or informal factors (e.g. linkages between the banking 
and commercial sectors) in other countries impeding the efforts of Canadian 


firms to expand their operations abroad? 


© Are Canadian-based subsidiaries of foreign multinationals at a disadvantage 
in responding to the requirements of global restructuring? 


J Should government be involved in assisting Canadian firms to become global? 
If so, how? 
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ATTRACTING INTERNATIONAL INVESTMENT TO CANADA 


Canada’s Investment Development Program seeks to attract beneficial investment from the U.S. as well as from Europe and Asia. 
In creating and delivering that program, Investment Canada works closely with investment specialists at Canadian Embassies and 
Consulates in key financial and industrial markets. The work of two of those Investment Counsellors in the United States are described 
below. Future issues of /nvesting in Canada will describe the activities of other Canadian investment officers in Europe and Asia. 


New York 
David J. Lenihan 
Senior Investment Advisor 


While the Consulate’s Investment 
Development Program seeks to 
attract direct investment to Canada, 
it also helps Canadian investors 
looking for opportunities in the 
United States by bringing invest- 
ment proposals to the attention 
of large corporations and venture 
capitalists. The north-eastern U.S. is home to almost 25% of 
the Fortune 1000 companies and is the centre of large research 
and development budgets. 


The consulate is ready to assist Canadian companies in all sec- 
tors find American investment partners. Currently, activity at the 
Consulate is particularly directed toward the following sectors: 
pharmaceuticals, biotechnology, medical devices, chemicals, 
telecommunications, software, and environmental industries. 
We are conducting seminars and roundtables in these sectors 
which involve some of Canada’s finest emerging companies. 


Canadian firms have found these and other investment 
development programs useful for the identification of strategic 
alliance opportunities for the purposes of marketing, raising 
capital or research collaboration. 


For further information contact: Canadian Consulate, 1251 
Avenue of the Americas, 16th Floor, New York, New York 
10020-1175, U.S.A. Tel: (212) 768-2400, Fax: (212) 768-2440 


Strategic Partnering Event At The 
Canadian Consulate In New York 


Nine Canadian biotechnology firms and representatives of 
eight U.S. multinational pharmaceutical companies met at the 
Canadian Consulate in New York on March 5, 1992 in search 
of strategic partnering opportunities. 


The Canadian participants valued this type of access to top 
executives of the pharmaceutical industry. They saw the seminar as 
an important opportunity to obtain financial support for research 
and development as well as providing access to the marketing, 
regulatory expertise and distribution networks of the large firms. 


Multinationals value the opportunity to become more 
informed about the new technologies generated by Canadian 
firms. Several stated that they attach importance to developing 
alliances with biotechnology companies. 


Los Angeles 
Matthew Fischer 
Senior Investment Advisor 


The Investment Development 
Program of the Canadian 
Consulate in Los Angeles 
represents Canada’s interests in 
the southern California area. This 
region of nearly 23 million people 
wields substantial economic clout. 
Those industries where technological 
and location advantages are of the greatest importance will 
thrive in California in the 1990s. Creative services (entertain- 
ment, apparel, and design) and high technology industries 
(avionics, biomedical devices, software, and environmental 
engineering) will lead the way. 


We seek to make U.S. companies aware of investment oppor- 
tunities in Canada and with Canadian partners. Our efforts centre 
on finding innovative U.S. companies and convincing them to 
Join forces with like-minded Canadian enterprises interested in 
forming strategic alliances. Our “Business Opportunity Forums” 
are designed to present Canada to as many companies as possible, 
and in turn to introduce innovative Canadian companies to their 
American counterparts and potential partners. 


For further information contact: Canadian Consulate, 
Investment Division, 10th Floor - 300 §. Grand Avenue. 
Los Angeles, California 90071, U.S.A. Tel: (213) 687-4310 
CXL. 3359 Fak (213) 620-8827: 


Strategic Partnering Event At The 
Canadian Consulate In Los Angeles 


On March 12, 1992, the Investment Division of the Canadian 
Consulate in Los Angeles staged a “Canadian Strategic Partnering 
Forum”. 


The purpose of the forum was to build awareness among the 
L.A. business community for the concept of strategic partnering 
and of Canada as a source of potential partners. The Forum also 
presented actual Canadian business proposals to an audience of 
possible American partners and investors. 


A number of U.S. companies expressed a desire for more 
programs of this nature to give them an exposure to more 
Canadian technology. Several Canadian participants were able 
to establish positive contacts with American firms for possible 
investment opportunities. 
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INVESTMENT CANADA 
SERVICES -AVAIEABEE 
TO CANADIAN AND 
INTERNATIONAL 

COMPANIES 


Investment Canada provides assistance to 
Canadian companies looking for investment 
partnerships with international firms. We also 
assist international firms in finding the appro- 
priate Canadian investment or a suitable 
Canadian partner. 


The Agency, in cooperation with Canadian 
Embassies, High Commissions and Consulates 
abroad, as well as other Federal Government 
departments and provincial and municipal auth- 
orities, provides customized services to individual 
companies. 


These services are described in a new brochure 
available on request from Investment Canada. 


For international investors: 


we prepare company specific briefs on 
investment conditions in Canada. 


we present specific Canadian investment 
opportunities. 


we assist potential investors in identifying 
investment sites and investment partners. 


we supply current information on Canadian 
government policies, programs and incentives. 


For Canadian companies: 


we help Canadian companies find interna- 
tional investment partners for business 
expansion both in Canada and abroad. 


we bring together international and Canadian 
companies to encourage joint ventures, 
strategic alliances and technology transfers. 


we support the efforts of Canadian subsi- 
diaries of multinational companies seeking 
to obtain additional mandates for their 

Canadian operations. 


For a copy of the brochure please contact us 
directly at: Investment Development Division, 
Investment Canada, P.O. Box 2800, Station D, 
Ottawa, Ontario, K1P 6A5, Tel: (613) 995-0465, 
Fax: (613) 996-2515. 
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INTERNATIONAL INVESTMENT 
IN CANADA 


R eports often create the impression that companies are moving their 
investments from Canada to the United States in substantial numbers. Such 
claims ignore the pattern of both global and U.S. foreign direct investment 
in Canada in recent years. Both in 1990 and in 1991, gross international 
flows into Canada were approximately $9 billion. In 1990, Canada enjoyed 
a net inflow of direct investment of $6.6 billion. In 1991, the net inflow 
was $5.9 billion, despite the slow-down in the international economy. 


Reports of disinvestment from Canada also overlook the high levels of rein- 
vested earnings in Canada by companies already here. Since 1983, US invest- 
ment in Canada for example, has increased from $58 billion to $80 billion. 
Of this growth, some $12 billion or 57% has been financed by the reinvestment 
of profits and some $10 billion has come from new capital inflows. 


The book value of foreign direct investment in Canada has shown a 
consistent rate of growth from 1981 to 1991. Over the same period of time, 
Canadian direct investment abroad has shown a similar pattern of growth. 


The above decisions by global and U.S. companies are a measure of the 
confidence business decision makers have in Canada. One of the objectives 
of the Government in entering into the Canada-U.S. Free Trade Agreement 
three years ago was to provide decision makers with greater certainty and 
predictability when choosing Canada as an investment site. The above 
numbers are a good indication of their response. 


Canada’s investment climate is expected to be further enhanced as a result 
of a North American Free Trade Agreement currently under negotiation. That 
agreement is expected to strengthen or improve the FTA as well as provide 
Canadian-based firms with preferential access to the large, and increasingly 
prosperous, Mexican market. 


Foreign Direct Investment in Canada 
& Canadian Direct Investment Abroad 


$ Billion 
0 


1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 
Book Value of FDI & CDIA 


=== 150 mom LC DIA 


Source: Statistics Canada 


RECENT AMERICAN INVESTMENTS IN CANADA 


DOW CHEMICAL 
COMPANY INC. 


Dow Chemical is currently investing 
some $800 million in Alberta. The 
project consists of the construction of 
a fractionation plant and related under- 
ground storage facilities to supply 
raw materials for a new world scale 
ethylene facility. At the same time, Dow 
plans to double the size of its polyethylene 
plant on the existing site. The expanded 
facility will export half of its produc- 
tion, primarily to the United States and 
the Pacific Rim. The implementation 
of the Free Trade Agreement played a 
major role in convincing the company 
to proceed with the project. 


FORD MOTOR COMPANY 


Ford Motor recently announced that it 
has chosen its Canadian subsidiary to 
manufacture a new generation of cars 
and engines. Ford will invest $800 million 
in the project by constructing new auto- 
mobile parts and casting plants and by 
retooling some of its existing assembly 
plants. 


AMERICAN TELEPHONE 
AND TELEGRAPH 
COMPANY 


In April of 1992, American Telephone 
and Telegraph Company (AT&T), 
announced that it will begin to manufac- 
ture communications equipment in 
Canada. It plans to expand its NCR 
Canada Ltd. subsidiary in Waterloo, 
Ontario to manufacture circuit packs 
for fibre-optic telephone transmission 
equipment. AT&T will sell the circuit 
packs to telephone companies world- 
wide. The expansion will create 50 new 
Jobs. 
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KRAFT GENERAL 
FOODS 
CANADA INC. 


Kraft will invest $74 million in 
Capital projects this year. The company 
plans to expand plants in Ontario and 
Quebec. The company stated that one 
of the reasons it is making this 
investment is because of the Free 


Trade Agreement. 


BOWATER MERSEY 
PAPER COMPANY 
LIMITED 


Bowater Mersey, a subsidiary of the 
paper manufacturer, Bowater Incorpor- 
ated, recently invested $150 million to 
upgrade its facility in Liverpool, Nova 
Scotia. The investment will allow 
Bowater to increase the capacity of 
the factory and reduce plant emissions. 


CHRYSLER CANADA LTD. 


Chrysler Canada has committed 
$60 million for the retooling of its 
Brampton, Ontario plant to produce 
parts for the new “LH” model. At the 
same time, Chrysler plans to invest 
in a new stamping plant and has 
chosen its Bramalea, Ontario facility 
to assemble the “LH” car. 


GENERAL ELECTRIC 
CANADA INC. 


General Electric Canada is investing 
$144 million to refit its two Oakville, 
Ontario plants. The factories will manu- 
facture two new types of energy effi- 
cient light bulbs. The new project is 
expected to create 190 new jobs. 


CT NS M a SE 
MERCK FROSST 


CANADA INC. 


Merck Frosst Canada will construct 
a $50 million pharmaceutical research 
and development centre in Montréal in 
the fall of 1992. 


MINNESOTA MINING 
AND MANUFACTURING 
COMPANY 


Since March 1990, 3M Canada Inc. 
has invested some $42 million to 
upgrade its London, Ontario plant 
and to establish a new manufacturing 
facility in Brockville, Ontario. The new 
Brockville facility will produce pressure 
sensitive tape for world markets. 


UNION CARBIDE 
CANADA LTD. 


Union Carbide Canada will invest 
some $200 million by 1994 to renovate 
and modernize its existing manufacturing 
facility in Montréal. 


PRATT & WHITNEY 
CANADA INC. 


By 1996, aircraft manufacturer Pratt 
& Whitney will invest $346 million to 
build two new parts plants in Quebec 
and another in Alberta. Each of these 
plants will employ up to 500 workers. 
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PRESIDENT OF INVESTMENT CANADA VISITS KOREA AND TAIWAN 


Mrs. Jean C. McCloskey, 
President, 
Investment Canada. 


Jean C. McCloskey, President of 
Investment Canada met with government 
and business officials in Korea and 
Taiwan in April in order to encourage 
closer investment ties with Canada. 


In addition to meeting with a number 
of companies, Mrs. McCloskey spoke 
at a Bank of Montréal Resource Sector 
Seminar in Seoul. The seminar was co- 
hosted by the Korea Development Bank. 


In her speech, Mrs. McCloskey 
summarized investment policy changes 
recently announced by the Federal Gov- 
ernment. In the Budget last February, it 
had been announced that federal corporate 
income tax rates in the manufacturing 
and processing sectors would be reduced. 
Furthermore, Canada’s tax law has 
been changed to make Canada more 
attractive as a headquarters site for 
international shipping companies. 


Of particular interest to the Korean 
audience was Canada’s new oil and gas 
policy. The new policy removes restric- 
tions that had prohibited the sale of 
financially healthy Canadian-owned oil 
and gas businesses to non-Canadians. 


Under the new policy, the acquisition 
of an oil and gas enterprise will be 
treated as any other investment under 
the Investment Canada Act. 


After her visit to Korea, the President 
had the opportunity to participate in the 
sixth joint meeting of the Canada-Taiwan 
Business Association in Taipei, Taiwan. 


In her speech at the meeting, 
Mrs. McCloskey noted that there is 
relatively little investment between 
Canada and Taiwan, even though two- 
way trade approximated $3 billion in 
1991. She told participants that Invest- 
ment Canada provides a matchmaking 
service for international companies 
looking for Canadian investment 
opportunities and partners, and that 
the Agency would be pleased to assist 
Taiwanese companies in achieving their 
investment objectives. 


Mrs. McCloskey challenged Taiwanese 
business leaders to visit Canada and to 
investigate for themselves the investment 
opportunities available. 


The President also informed her 
audience that Investment Canada, in 


cooperation with the Canada Trade 
Office in Taipei, will be organizing a 
number of investment seminars, sector- 
specific roundtables, and other match- 
making events in Taiwan over the 
course of the next twelve months. 


In closing, Mrs. McCloskey stated, 
“But governments have a role to play 
as well. They provide the policies and 
business environment which encourage 
and facilitate commerce. The Canadian 
Government is committed to trade 
liberalization and to the promotion of 
greater international trade and investment 
links. 


The presence today of so many senior 
Canadian corporate representatives 
demonstrates that Canada’s business 
community is equally committed to 
breaking down barriers and getting 
on with doing business together. 


The potential for expanded trade and 
investment 1s there. It is time to exploit 
that potential. Those of us in this room 
have the primary responsibility in 
leading that effort. The Canadian side 
has never been more committed to 
doing so.” 


Investing in Canada is published quarterly by Investment Canada, the 
investment development agency of the federal government. The mandate of 
Investment Canada is to promote investment in Canada, by both Canadians 
and non-Canadians; to carry out research and provide policy advice on 
investment matters; and to review major foreign investments to ensure they 


are of net benefit to Canada. 


Editor-in-Chief — Richard Bégin 

English Writer/Editor — Matt Van Neste 
French Writer/Editor — Vincent Beaulieu 
Production — Bernard Cossais 
Publishing Officer — Suzanne Le Blanc 


Investing in Canada, 
P.O. Box 2800, Station D, 
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Tel: (613) 995-9525 

Fax: (613) 996-2515 
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ee. INVESTING IN CANADA 


On October 8, 1992, the 
leaders of Canada, the United 
States and Mexico initialled 
the North American Free 
Trade Agreement in San 
Antonio, Texas. The NAFTA is 
scheduled to come into effect 
on January 1, 1994. In this 
issue, we highlight some of the 
challenges and opportunities 
of trilateral free trade among 
Canada, the U.S. and Mexico. 
Also included is a report on the 
forums that were held across 
Canada during Investment 
Month last June. 


One of the principal Canadian objectives in negotiating the North American Free 
Trade Agreement (NAFTA) was to enhance Canada as a place to invest. First and INSIDE THIS ISSUE 
foremost this was accomplished by securing Canada’s place in the largest trading 
arrangement in the world. NAFTA gives Canadian businesses and international companies 


_ who invest in Canada access to a market of 360-million people. Solarehonseteement Reo 
In a recent analysis of the NAFTA from the Fraser Institute, the editors Steven Technology Promotion p.6 
Globerman and Michael Walker note, “arguably the most important aspects of any 
trade agreement are its provisions respecting investment. Foreign direct investment is Investment Month Report Doe 
an increasingly common route by which foreign competitors enter a domestic market. 
The security of their investments and the knowledge that they will be treated fairly or Immigrant Investor Program p.9 
at least the same as domestic investors are key elements in the decision to flow capital 
Appointments p. 10 


into a particular country”. 


In this new trinational analysis, authors Alan Rugman and Michael Gestrin state that 
the agreement is much more than the Canada-U.S. Free Trade Agreement plus 
Mexico. “The authors judge that, on the whole, the new provisions in NAFTA will en- 
courage intra-regional investment flows and, indeed, even improve flows from the rest 
of the world into the region. In that sense, NAFTA improves on the FTA.”A host of 
factors determine investment climate: a country’s overall economic performance, taxation 
levels, infrastructure, proximity to markets, cost of capital, price and currency stability, yp 
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INVESTING IN CANADA 


INVESTMENT AND THE NAFTA 


L to R (front): Mexican Trade Minister Jaime Serra Puche; U.S. Trade Rep. Carla 
Hills; Cdn. Trade Minister Michael Wilson; (back): Mexican President Carlos Salinas 
de Gortari; U.S. President George Bush; Cdn. Prime Minister Brian Mulroney, at 
NAFTA initialling, San Antonio, Texas, October 8, 1992. (AP/Wide World Photos) 


skills in the labour force, the attitude 
and policies of the government towards 
investment, and, of course, various firm- 
specific requirements. Taken together, 
Canada has the pre-eminent investment 
climate in North America and is poised 
to lead G-7 growth as the world emer- 
ges from recession. Canada stands to 
fare well in the competition to attract 
investment worldwide. 


While Mexico is now actively seeking 
foreign investment, Canadian business 
has been cautious about investing in 
Mexico. There are many reasons for this, 
related to the Mexican investment climate 
and the stability of that climate. A num- 
ber of specific concerns, however, were 
addressed in the final agreement. 


Mexico agreed to the basic framework 
for investment which has now become 
the norm for industrialized countries — 
national treatment, most favoured na- 
tion treatment, minimum standard of 
treatment according to international 
law, and prohibition of trade-distorting 
performance requirements. These prin- 
ciples will apply to virtually all forms 
of investment for all investors in a 
NAFTA country. This latter point 
means that European and Japanese in- 
vestors, for example, with investments 


in Canada will be covered by NAFTA 
if they use Canada as a “home base” 
to make investments in the U.S. or 
Mexico. This is an improvement on the 
Free Trade Agreement (FTA). 


Some other principles marked a radical 
departure from Mexican custom and will 
make an important contribution to the 
security of Canadian business interests in 
Mexico. Most important in this regard is 
the investor-state dispute settlement 
mecha-nism agreed in the NAFTA. The 
Mexican court system has sometimes 
been considered uncertain for foreign 
investors. Under the new mechanism, 
Canadian investors who believe the 
Mexican government has taken a 
measure contrary to NAFTA, and 
which has led to a claim for monetary 
compensation, may take this claim to 
international arbitration. The NAFTA 
establishes procedures for this arbitration 
which are designed to be fair and prompt 
and remove political interference from 
the settlement of disputes. 


Mexico has traditionally refused to 
bind itself to the internationally accept- 
ed concept of paying full and fair com- 
pensation for expropriated investments. 
This has historic roots in U.S.-Mexican 
relations and was a major hurdle in the 


negotiations. In the end, however, 
Mexico accepted the obligation. 
Similarly, Mexico has accepted the 
obligation to allow free transfer of all 
investment-related funds out of the 
country at the market rate of exchange. 


As well, Mexico has to take balance 
of payments measures in line with Inter- 
national Monetary Fund guidelines. By 
accepting and building upon these inter- 
national principles, investment in 
Mexico will be afforded a significant 
new degree of security. This will in turn 
allow Canadian companies, whether 
Canadian or foreign-controlled, to in- 
vest in Mexico from a Canadian base, 
reaping the benefits of NAFTA. 


Canada, like the U.S. and Mexico, has 
certain laws which do accord preferences 
to nationals in certain sectors — for 
example in telecommunications, transport 
and energy. None of these Canadian sec- 
toral investment policies is affected by 
the NAFTA nor are Canadian cultural 
industries or social services. 


Measured against its stated objectives, 
Canada fared well in the negotiations. 
Improvements were made to the FTA in 
such areas as dispute settlement. Key 
Canadian sensitivities were protected. 
And Canadian business is assured of 
greater and more stable access to the 
Mexican market. Resulting freer cir- 
culation of trade and investment within 
NAFTA will help Canadians and others 
to build global, more competitive, com- 
panies based in Canada. 


Canada’s superior competitive position 
has been safeguarded and indeed im- 
proved by ne-gotiating a far-reaching 
new set of investment rules in North 
America while not raising any new bar- 
riers to offshore international partners. 
In addition, the potential for new mem- 
bers in the NAFTA is an exciting 
prospect which would benefit the 
global system as a whole. 


Alan Nymark 
Executive Vice-President 
Investment Canada 
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NAFTA — WHAT IT MEANS FOR INVESTORS WITH OPERATIONS IN CANADA 


The Market 


Scheduled to come into effect on 
January 1, 1994, NAFTA creates a 
single, North American market of 360 
million consumers-larger than the 12 
countries of the European community 
and a combined GDP in excess of $7 
trillion. 


Canadian goods, services and capital 
will have barrier-free access to the af- 
fluent U.S. market as well as to 
Mexico—one of the most promising 
economies in the world. 


Elimination of Tariff and 
Non-Tariff Barriers 


Most Canadian exports enter the U.S. 
free of duty. With NAFTA, the remain- 
ing tariffs on Canadian exports to the 
U.S. will be eliminated no later than 
January 1, 1998. Tariffs on Canadian 
exports to Mexico will be phased out 
over 10 years. 


Mexico will provide immediate duty- 
free access for many of Canada’s key 
export interests including agricultural 
and fish products, many metals and 
minerals, most telecommunications 
equipment, many types of machinery, 
and certain wood and paper items. 
Mexican tariffs in sectors such as furni- 
ture, pharmaceuticals, and some wood 
and finished metal products will be 
phased out over 10 years. 


Most of Mexico’s non-tariff barriers 
such as import licences will be 
eliminated within 10 years. 


National Treatment 


NAFTA provides for national treat- 
ment, most favoured nation treatment, 
and the prohibition of trade distorting 
performance requirements. 


Canada, the U.S., and Mexico will 
treat each other’s goods, services, and 
investors as they treat their own. Once 


goods, services or investments from 
one country enter the other, they cannot 
be discriminated against on the basis of 
origin. 

International investors with invest- 
ments in Canada will be covered by 
NAFTA if they use Canada as a “home 
base” to make investments in the U.S. 
or Mexico. 


Secure Market Access 


NAFTA ensures secure access for 
Canadian-based exporters to both the 
U.S. and Mexico. Clearer North 
American content rules, including those 
for autos, reduce the risk of unilateral 
interpretations by customs officials. 


Improved Dispute 
Settlement Mechanisms 


Exporters and investors can be reas- 
sured that their interests will be effective- 
ly defended in a more transparent and 
enforceable dispute settlement system. 


Settlement or determination of 
remedies regarding anti-dumping and 
countervailing disputes will be by bi- 
national panels, not domestic courts. 


Disagreements between investors and 
NAFTA governments may be settled 
through international arbitration. 


9 Government Procurement 


All three countries have agreed to pro- 
vide substantially increased access to 
government procurement opportunities 
not only in goods, but also in services, 
including construction services. 


Facilitation of Business 
Travel 


Business travel will be expedited 
through the introduction of simplified 
procedures. Eligible business people 
will be granted temporary entry without 
any prior approval procedures. 


EZ ntellectual Property 
Protection 


The NAFTA includes comprehensive 
coverage of intellectual property rights 
encompassing standards and rules of 
enforcement. The patents, trademarks, 
copyrights and trade secrets of 
Canadian-based companies and 
individuals will be protected. 


The Agreement provides a higher 
level of protection for intellectual 
property rights than any other bilateral 
or multilateral agreement. 


EX Znvestment 


Mexico will reduce investment restric- 
tions on dozens of sectors, including 
autos, mining, agriculture, fishing, 
transportation and most manufacturing. 


Investor state arbitration has also been 
included so that disputes between inves- 
tors of a NAFTA country and a 
NAFTA government may, at the 
investor’s request, be settled through 
international arbitration. This will give 
Canadian investors in the United States 
and Mexico added confidence and 
security. 


Under the NAFTA, 100% foreign 
investment will be allowed in most 
Mexican industries. 


There are major disciplines on the use 
of trade distorting investment restric- 
tions, ensuring that Canada and 
NAFTA countries remain preferred 
sites for domestic and foreign invest- 
ment. 


Review thresholds regarding invest- 
ments in individual Mexican companies 
will be raised, from a maximum 
threshold of US$25 million in the first 
year of the agreement to US$150 mil- 
lion after nine years. 


The preferential review threshold 
under the Investment Canada Act as 


(p. 4) > 
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NAFTA — WHAT IT MEANS FOR INVESTORS WITH OPERATIONS IN CANADA 


(cont'd from p. 3) 

agreed to in the Canada-United States 
Free Trade Agreement (FTA) will 
apply to Mexican investors as well as 
when the NAFTA takes effect on 
January 1, 1994. Under the FTA, the 
threshold for 1993 is CDN$152 million 
(gross assets of business being ac- 
quired) for direct acquisitions. Indirect 
acquisitions by American and Mexican 
investors will no longer be reviewable 
under the Investment Canada Act. 


NAFTA vs EC 


The European Community has 
eliminated internal trade barriers but 
has established a common external 
tariff and is moving towards common 
internal regulations covering goods, ser- 
vices, Capital and people. 


The NAFTA members will maintain 
existing import regimes with their other 
trading partners. There will be no com- 
prehensive harmonization of internal 
regulations or policies, economic, so- 
cial, cultural or otherwise. 


SECTOR-SPECIFIC 
PROVISIONS 


The Auto Sector 


The Canada-U.S. Auto Pact continues. 


The Mexican auto market—the fastest 
growing in North America—will be 
opened to Canadian automotive exports. 
The Canadian manufacturers will get im- 
mediate access to Mexico for medium 
and heavy-duty trucks and buses. 


With NAFTA, Mexican tariffs on 
vehicles and light trucks will be cut in 
half immediately. Within five years, 
duties on three-quarters of parts exports 
to Mexico will be eliminated. Mexican 
“trade balancing” and “local content 
requirements” will be phased-out over 
10 years. 


The North American content require- 
ment for light vehicles including cars 
and light trucks, to qualify for duty-free 
treatment, has been raised to 62.5% in 
two stages over eight years. New plants 
will have five years to reach the new 
content level. Major plant refits will 
have two years. 


A clearer, easier to achieve formula 
for calculating North American content 
has been agreed to. 


The NAFTA includes an extension of 
the duty draw-back until 1996. A new 
duty refund system thereafter will 
reduce future input costs for Canadian 
manufacturers. 


Financial Services 


Under the NAFTA, Mexico will pro- 
vide substantial access to its market 
after a transition period. Canadian 
banks, trust companies, securities 
brokers and insurance companies will 
be able to open subsidiaries, invest in, 
and acquire ownership of financial in- 
stitutions in Mexico. 


Other Service Sectors 


The NAFTA provides coverage of 
cross-border services including 
transportation services, specialty air ser- 
vices (e.g. aerial mapping and survey- 
ing), and professional services. 


In transportation services, the trucking 
industry has been opened to allow 
greater freedom for Canadian 
transporters to carry cargo from Canada 
to the U.S. and onward to Mexico. 


Canada and Mexico have agreed to 
maintain their relatively open interna- 
tional maritime shipping market. 


Mexico has agreed to open its market 
to business and professional services, in- 
cluding management, engineering, ad- 
vanced data processing, accounting and 
legal services. 


Canadian-based companies will be 
able to bid for major procurement con- 


tracts of the U.S. and Mexican govern- 
ments and state-owned corporations. In 
the U.S., the services market is ap- 
proximately $30 billion a year. In 
Mexico, the state-owned petroleum and 
electricity corporations contract for 
more than $8 billion a year in goods 
and services. 


Textiles and Apparel 


The NAFTA contains new, tighter 
rules of origin requiring greater sourc- 
ing in North America. For apparel, the 
new rules require that yarns and fabrics 
in a garment be made in North America 
to qualify under the Agreement. For 
yarns, the fibres must originate in North 
America. These new rules are offset by 
increased “tariff rate quotas” which pro- 
vide preferential access for Canadian- 
made garments to the U.S. market. 


Energy and 
Petro-Chemicals 


The NAFTA limits Mexico’s use of 
restrictive trade practices in the energy 
sector. It contains disciplines that 
prohibit Mexico from applying dis- 
criminatory border restrictions and ex- 
port taxes. 


The elimination of Mexican invest- 
ment restrictions on secondary petro- 
chemicals, coupled with the immediate 
elimination of trade restrictions on most 
petro-chemicals, offers important oppor- 
tunities for Canadian-based companies. 
The Agreement also contains clearer dis- 
ciplines on energy regulators to avoid 
discriminatory actions and to minimize 
disruption of contractual arrangements. 


Agriculture 


The Canada-U.S. Free Trade Agree- 
ment continues to govern agricultural 
trade between Canada and the United 
States. Within the NAFTA, Canada and 
Mexico have a separate agreement. 
Mexico’s market will be opened through 
the immediate elimination of import 
licences and the phase-out of tariffs. 
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SOLARCHEM LICENSING AGREEMENT WITH ITALIAN COMPANY 


Left to right (front): Gherardo Lavia, Gruppo Bono; Pasquale Punzo, 
Gruppo Bono; Dr. Samuel Stevens, President, Solarchem: 
Doug Lorriman, Chairman, Solarchem 
Left to right (back): Mike Farley, Canadian Consulate, Milan: 
Dr. Norm Schmidtke, Schmidtke & Associates; Ms. Eleonore Rupprecht, 
Government of Ontario/MITT ; Richard LePage, Investment Canada 


Solarchem Environmental Systems of 
Richmond Hill, Ontario has signed a 
licensing agreement with Artes In- 
generia S.p.A., one of the Bono Group 
of companies based in Milan, Italy. 


The agreement provides Artes with 
the rights to manufacture, market, sell 
and service Solarchem’s RA YOX tech- 
nology in Italy. RAYOX, developed by 
Solarchem, is an enhanced oxidation 
process which destroys organic contami- 
nants in water. 


“This agreement represents the first 
major step in our strategy to introduce 
RAYOX to the European market,” says 
Dr. Samuel Stevens, President of Solar- 
chem. “Artes and its sister companies 
already have a good presence in the 
Italian water treatment market. They 
are a natural partner for us,” said 
Mr. Stevens. 


Services of the Canadian Consulate in 
Milan, the Ontario Government Delega- 
tion in Milan, Investment Canada and 
project consultant, Dr. Norm Schmidtke, 
were used extensively during the nego- 
tiations. Solarchem is currently discuss- 
ing similar agreements with companies 
in other European countries. 


Investment Canada, in collaboration 
with External Affairs & International 
Trade Canada and Industry, Science & 
Technology Canada, has an on-going 
project to assist Canadian industrial 
wastewater management companies in 
finding partners in key markets abroad. 
Solarchem and Artes were first intro- 
duced during a Canadian mission to 
identify potential European partners. 


Richard LePage 
Investment Canada 


INVESTMENT CANADA RELEASES TWO WORKING PAPERS 


Investment Canada last fall released 
two working papers entitled, “Business 
Performance Following a Takeover” 
and “Foreign Investment in Canada: 
Measurement and Definitions”. 


The first study, “Business Perfor- 
mance Following a Takeover”, was 
prepared by Regional Data Corporation 
under contract to Investment Canada. 
The paper evaluates performance of 
firms which were subject to an acquisi- 
tion or takeover by calculating various 
financial ratios and then comparing 
them to industry norms. The levels of 


research and development spending and 
investment intensity (investment as a 
proportion of revenue) were particular- 
ly examined to determine if these two 
elements suffered adversely after an 
acquisition. 


The second paper released by the 
Agency, “Foreign Investment in 
Canada: Measurement and Definitions”, 
examines and summarizes the ways 
foreign direct investment and related 
statistics are measured by the different 
federal government organizations which 
produce the data. More specifically, it 


evaluates the various strengths and 
limitations of each of these various data 
sources. If you would like a copy of 
either of these two papers, please 
contact: 


John Knubley 


Director, Investment Research 
Investment Canada 

P.O. Box 2800, Station D 
Ottawa, Ontario 

K1P GAS 

Tel: (613) 995-7077 

Fax: (613) 996-2515 
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INVESTMENT CANADA PROMOTES INVESTMENT IN TECHNOLOGY 


Investment Canada promotes invest- 
ment in Canadian firms who are active 
in strategic technology sectors. It does 
so by assisting small and medium sized 
Canadian companies in these sectors 
find the capital, technology, joint ven- 
tures and strategic alliances they are 
seeking. 


The Agency’s efforts have focused on 
the following industrial sectors: 
e advanced software 
e biomedical 
e biotechnology 
e electronic technologies 
e industrial wastewater 
e lasers & optoelectronics 


e ocean technologies 


New sectors being added to the pro- 
gram in 1992 include: 


® geomatics 
e telecommunications 
e solid & hazardous waste 
e food packaging 
e europartnering (accessing East 
European markets) 
In the fiscal year ended March 1992, 
there were 13 deals consummated and 


18 self-funded company visits resulting 
from these projects. 


There are three specific phases in- 
volved in promoting investment in 
strategic technology sectors; they are: 


Opportunity Identification 


Investment Canada works with private 
sector experts to profile Canadian com- 
panies, their performance and their 
partnering requirements. These profiles 
are packaged in the form of a kit which 
promotes these specific Canadian in- 
vestment opportunities. As well, each 
kit provides an overview of the ad- 
vantages of doing business in its par- 
ticular sector in Canada. 


Marketing 


The marketing phase involves work- 
ing closely with investment counsellors, 
trade commissioners abroad and private 
sector experts to identify appropriate 
vehicles and venues for presentation of 
the firms to foreign investors. The goal 
of this phase is to enable the private sec- 
tor expert to engage in one-on-one meet- 
ings with pre-qualified foreign firms. 


Follow Up 


Foreign firm interest is brought to the 
attention of the Canadian companies 
and information is exchanged with a 
view to bringing the firms together 
either in Canada or in the foreign 
country. All such visits are self-funded. 
Private sector experts assist in discus- 
sions between potential partners and 
work with the Agency to organize com- 
pany visits. 


Investment Canada has European and 
U.S. programs planned in the near fu- 


ture. The table below provides a 
schedule of events. 


Besides the events in Europe and the 
United States, Investment Canada also 
is a sponsor of the following events in 
Mexico and Asia: 


Investment and Business Oppor- 
tunities in Canada Seminars, which will 
take place in Mexico, March 15 -19, 
1993. The seminars will promote 
Canada as an attractive place to invest 
and provide accurate and timely infor- 
mation to inquiries from potential inves- 
tors. For further information, please 
contact: Audrey Turner at Tel: (613) 
995-0759 or Fax: (613) 996-2515. 


Asia Advanced Communications 
Strategic Partnering Project, which 
promotes strategic partnerships between 
small and medium sized Canadian and 
Asian companies in the data com- 
munications sector and the wire- 
less/mobile communications sector. 
The project helps Canadian companies 
gain access to developing technologies 
in Asia and expand into Asian markets. 


FUTURE INVESTMENT PROSPECTING EVENTS 
IN EUROPE AND UNITED STATES, 1993 


Industrial United Kingdom, one-on-one meetings (March) 
Wastewater New York, Matchmaking event (March) 
Italy, one-on-one meetings (March) 
Lasers Austria, one-on-one meetings (February) 
Optoelectronics France, one-on-one meetings (February) 
Chicago, matchmaking event (March) 
Italy, ICOGRAPHICS event (March) 
Software Germany, one-on-one meetings, 


CeBit Exhibition (March) 
United Kingdom, one-on-one meetings (March) 
Finland, Follow-up meetings (February and March) 
Denmark, Follow-up meetings (February and March) 


Health Care 


Denmark, Round tables and one-on-one meetings (March) 
Finland, Round tables and one-on-one meetings (March) 
Sweden, Round tables and one-on-one meetings (March) 


If your company wants more information on the Investment Prospecting Program, 
please contact Dr. Chummer Farina at (613) 995-9259, or Fax: (613) 996-2515. 


INVESTING IN CANADA 


INVESTMENT FORUMS CONFIRM NATIONAL INVESTMENT CHALLENGE 


Jean McCloskey, President of Investment Canada, and Michael Wilson. Minister 
Responsible for Investment Canada. 


Almost 700 people attended a series 
of Investment Forums held in Van- 
couver, Winnipeg, Toronto, Montreal 
and Halifax in June 1992. Sponsored 
by Investment Canada, the seminars 
focused on investment as a key to 
Canada’s prosperity. 


“Across the country, response was 
both encouraging and challenging,” 
says Jean McCloskey, President of In- 
vestment Canada. “I was particularly 
struck by the eagerness to embrace the 
challenge and the enthusiastic sugges- 
tions we received.” 


A key goal was to raise awareness of 
the essential need to mobilize national 
investment for sustained productivity 
and economic growth. The Forums 
provided a clear sense of the concerns 
of a broad range of participants. 


Stanley Kwok, Director and Senior 
Vice-President of Concord Pacific 
Developments, reminded the Van- 
couver Forum that an investment deci- 
sion is centred on how to maximize 
profits. Attracting foreign investment is 
no different from encouraging domestic 
investment. He said that a double burden 


of heavy taxation and regulation — and 
constant changes — badly detract from 
Canada as a place to invest. 


At the Winnipeg Forum, the President 
and CEO of Husky Oil Limited, Art 
Price, suggested several measures for 
improving Canada’s competitiveness. 
He said the tax system should be altered 
to favour long-term equity financing 
rather than debt financing. The current 
system exacerbates the negative effects 


entrepreneurs and creates the most jobs, 
is a dynamic force in the economy. He 
said that small business has special 
problems and should have better access 
to equity capital, better tax treatment of 
capital gains and much less regulation. 


In Montreal, Donald Beaupré, Chair- 
man and CEO of SR Telecom Inc., 
described how his firm had emerged 
from a large multinational company to 
become a successful telecommunica- 
tions equipment company. He said the 
company identified a market niche, 
developed a product specifically for that 
market and now has sales world wide. 
The National Research Council played a 
critical role in overcoming technical 
problems in design of the product. 


David Lyons, President of R&D 
Lyons Consultants, pointed out to the 
Forum in Halifax that strategic alliances 
and joint ventures are a route to suc- 
cess, particularly for small companies 
aiming at international markets. He 
declared that Europeans regard Canada 
as a bridge to trade in the Americas. A 
marine electronics firm in Nova Scotia 
is an example of how businesses in the 
Atlantic provinces can prosper through 
partnerships. Key benefits include two- 
way transfers of technology and easier 
access to overseas markets. (p. 8) > 


of Canada’s cyclical 
Se alice! | What should business do? | 
accountability of 


employees for com- 
pany performance 
should be promoted 
by ensuring that the 
tax system does not 
penalize those who 
receive company 
stock in lieu of pay. 


abroad 


Gordon Sharwood, 
an investment 
banker, told the 
Toronto Forum that 
small and medium- 
sized business, 
which fosters 


products 


O Pursue long term growth 


O Have an international perspective - learn from 


O Encourage entrepreneurship and innovation 


D Increase spending on machinery and equipment 
and invest in technology 


O Develop a quality workforce as a source of 
strength 


O Work with stakeholders to develop leading edge 


INVESTING IN CANADA 
RS 


INVESTMENT FORUMS CONFIRM NATIONAL INVESTMENT CHALLENGE 


O Place a priority on flexibility 


options 


What should labour do? 


oO Emphasize training as the key to prosperity 


oO Explore employee ownership and profit sharing 


Research and 
development 
should be more ef- 
fectively 
promoted by forg- 
ing strong partner- 
ships between 
business and 
universities, and 


(cont'd from p. 7) 
Workshops at each of the five Invest- 
ment Forums covered four themes: 


The National Investment Challenge. 
Canada will have to intensify its invest- 
ment effort during the 1990s. This 
means increased savings and less cur- 
rent consumption. 


Making Quality Investments. We 
need to invest smarter, not just more. 


Seeking Foreign Investment. It is 
needed to supplement domestic savings, 
to help integrate Canada with internation- 
al markets and to gain new technology. 


Canadian Firms and Global 
Markets. Investment, trade and tech- 
nology are increasingly transnational. 
Canadian firms must restructure to com- 
pete in the today’s global markets. 


Participants in the workshops had a 
number of remedies for the problems 
faced by business. 


Many suggested that business must be- 
come more active in education and trai- 
ning. One observed that we need to make 
the education system pro-business. The 
present system hampers Canada’s com- 
petitiveness. 


For a large number of speakers, total 
quality management was a necessary 
and effective policy for gaining and 
keeping customers and building a finan- 
cially sound enterprise. 


by bringing to 
market the results of such joint efforts. 


There is need for long-term, patient 
capital that focuses on specialized areas 
of expertise, not specific products. 
While Canadian firms are competing 
successfully in international niche 
markets, there is much that can, and 
should, be learned from abroad. Much 
more needs to be done in the areas of 
entrepreneurship, total quality manage- 
ment, training and strategic partnering. 
Speakers recognized that, in general, in- 
vestment in research and development 
in Canada has been lagging, and that 
the private sector must do more. 


Labour representatives at the forums 
focused on the need to give workers 
more direct accountability and respon- 
sibility for corporate performance. They 
suggested such vehicles as profit-shar- 
ing, employee- 


ownership and invol- 
vement in quality 
management and 
training. Labour- 
management partner- 
ships are already 
established in a num- 
ber of industries. 
Training and 
flexibility can be the 
keys to the 
workforce develop- 
ing to full potential. 


networks 


Generally, from the 
five Investment 


Forums, one message was clear. The 
business, government, labour and aca- 
demic communities realize that Canada 
does have an urgent need for funding. 
Recognizing that the leading role 
belongs to business, many speakers 
declared that increased investment is 
critical to improved long-term corporate 
performance. 


“In sum,” says Jean McCloskey, “ we 
were told that Canada needs an action 
plan that will encourage a long-term, 
strategic approach to investment by all 
concerned. There is a clear link between 
savings, investment and prosperity. 
Those who save and invest, prosper.” 


Robert Ready 
Investment Policy Group 
Investment Canada 


For a report on the Investment 
Forums, “/nvesting in Canada’s Fu- 
ture,” contact: 


Publications Officer 

Investment Research and Policy 
Investment Canada 

P.O. Box 2800, Station D 
Ottawa, Ontario KIP GAS 

Tel: (613) 992-3847 

Fax: (613) 996-2515 


What should governments do? 


O Secure an optimum, stable investment climate 
O Streamline regulatory procedures 


oO Encourage investment in R&D and innovation 


O Coordinate social policy objectives and com- 
petitiveness objectives 


O Continue to liberalize domestic and inter- 
national investment and trade barriers 
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THE IMMIGRANT INVESTOR PROGRAM 
a ” 


The following article was prepared 
by Employment and Immigration 
Canada for Investing in Canada. 


The Immigrant Investor Program 
(IIP) was conceived to provide small 
and medium-sized Canadian businesses 
with access to developmental and risk 
capital which would not otherwise be 
available from more conventional sour- 
ces as well as to create and maintain 
employment for Canadians. 


By way of background, the IIP is a 
component of the Business Immigration 
Program (BIP) of Immigration Canada, 
and is jointly-administered by the 
provinces/territories in close coopera- 
tion with the Federal Government. The 
federal level ensures that regulatory re- 
quirements and national standards are 
met, while the provincial/territorial le- 
vel determines the economic accept- 
ability of individual investment pro- 
posals for their region. 


As part of the overhaul of the Jmmi- 
gration Act, the Minister-has presented 
to Parliament a number of amendments 
to the Act which will allow the IIP to 
seek appropriate remedial action against 
program abusers. These amendments 
will be backed up by strong enforcement 
powers to prevent or correct misuse of 
the IIP. A regulatory framework will be 
developed in consultation with the pro- 
vinces and territories. 


An Immigrant Investor is defined in 
the federal regulations to the Immigra- 


tion Act as a person “who has success- 
fully operated, controlled or directed a 
business of commercial undertaking” 
and, who having a net worth of at least 
$500,000 (accumulated by his/her own 
endeavours), makes a prescribed level 
of investment in an approved business 
or fund in Canada. The level of invest- 
ment - $250,000 or $350,000 - is deter- 
mined by the location of the proposed 
investment. An investment of $500,000 
or more is not dependent upon location 
and may be secured by a third-party 
guarantee. 


Between January, 1986 and December 
1992, over 7,500 immigrant applicants 
had purchased individual subscriptions 
representing $1.5 billion in potential in- 
vestment funds. Of this amount, $849.2 
million has been invested in different 
projects and businesses across the coun- 
try, creating in excess of 10,000 full- 
time jobs for Canadians. 


Recent figures indicate that monies 
raised under the Program represented 
investment capital flows into Canada 
equal to almost 50% of the Canadian 
venture capital pool which stood at $3.3 
billion in 1989. Immigrant investors 
contributed approximately 50% of all 
new development capital to Canada’s 
economically-disadvantaged regions. In 
fact, in some provinces, IIP investments 
have represented virtually all of this 
type of investment. 


Canadian businesses may tap these 
potential funds in two ways. The first 


method involves the actual creation of 
an investment vehicle, which may be in 
the form of a fund or a specific project, 
and marketing the vehicle in foreign 
markets. Such vehicles are regulated by 
the IIP, the province where the invest- 
ment is to take place, and often by over- 
seas securities authorities. Detailed 
information on the requirements, regula- 
tions and procedures can be obtained 
from the IIP or provincial governments 
(a listing of pertinent addresses is avail- 
able from IIP). 


The second method is to approach ex- 
isting funds to determine whether a 
Canadian business is eligible under an 
existing fund’s criteria. While this 
method does not involve provincial and 
federal approvals, it does require know- 
ledge of what is available on the 
Canadian market. Investment oppor- 
tunities will have to complement the 
specific investment strategy of a par- 
ticular approved fund. A listing of exist- 
ing funds is available from the IIP. 


For information about the Immigrant 
Investor Program, please call an IP pro- 
gram analyst at (613) 941-9002 (Fax: 
613 941-9014). (For the province of 
Quebec, please contact: Ministére des 
Communautés culturelles et de 1’ Immi- 
gration, Service d’aide a l’immigration 
d’affaires (514) 873-2730.) 


John F. Martin, Deputy Director 
Immigrant Investor Program 
Employment and Immigration 
Canada 


ee 
CANADA DAYS IN GERMANY 
NE 


Investment Canada assisted the 
Canadian Consulate in Munich Ger- 
many to organize two Canada Day 
events. The events focused on the 
microelectronics, lasers and op- 
toelectronics, and medical devices in- 
dustries. At each event Canadian 
Speakers conducted roundtables which 
focused on the investment/strategic al- 
lances potential between German and 


Canadian firms in these sectors. The 
events were held on August 25 and 27, 
1992 and were co-hosted with the local 
Industries un Handelskammer (IHK) in 
Lübeck and Hamburg, Germany. The 
event Was organized as part of an on- 
going marketing activity to raise 
Canada’s high-technology profile in 
Europe and deliver the message that 
Canada is interested in strategic allian- 


ces with European companies. If you 
would like more information on similar, 
upcoming events, please contact: 


James Holloway 
Investment Canada 
P.O. Box 2800, Stn. D 
Ottawa, Ont. KIP GAS 
Tel: (613) 996-4292 
Fax: (613) 996-2515 
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INVESTMENT CANADA IS PLEASED TO ANNOUNCE THESE APPOINTMENTS... 


Ross Preston 
Vice-President, Investment 
Research and Policy 


Mr. Preston served as Senior Research 
Director at the Economic Council of 
Canada since 1976. Prior to joining the 
Council, he was Executive Director of 
Wharton Economic Forecasting As- 
sociates, the forerunner of the WEFA 
Group, adjunct Full Professor, University 
of Pennsylvania, and economist for the 
Bethlehem Steel Corporation and the 
IBM corporation. Mr. Preston holds a 
Ph.D. in economics from the University 
of Pennsylvania. 


As Vice-President of Investment Re- 
search and Policy, Mr. Preston will 
oversee Investment Canada’s research 
projects regarding national and interna- 
tional investment trends, as well as in- 
vestment policies and regulations of 
other countries. 


Peter K. MacKinnon 
Special Adviser, 
Investment,Canadian High 
Commission, London 


After 20 years in a variety of posts in 
government, science and business in 


Canada and the United States, 

Mr. MacKinnon brings a wealth of ex- 
perience to his new post in London. He 
obtained a B.A. in Earth Sciences and a 
B.A. Hon. in Physical Geography from 
Carleton University. In 1981, he joined 
Cognos Inc. (formerly Quasar Systems) 
in Ottawa, one of the world’s largest 
software pro-ducts firms. He was 
Director of Corporate Development, 
and recently, the Director of Computer- 
Aided Software Engineering at Cognos. 


As a Special Adviser in the Canadian 
High Commission, Mr. MacKinnon 
will play an active role developing in- 
vestment opportunities between 
Canadian companies and firms in the 
United Kingdom. 


Frank Hess 
Counsellor, Investment, 
Canadian Embassy, Bonn 


Former General Manager of the Sud- 
bury Regional Development Corpora- 
tion in Sudbury, Ontario, Mr. Hess has 
been a chief executive officer, a partner 
in a consulting firm and an international 
marketing executive. In 1977, he became 
President of Terra Steel Corp., which 
manufactured and installed steel build- 
ings overseas. Later, he became a part- 
ner in a project development firm in 
Germany. His background includes ex- 
tensive knowledge of investment in Ger- 
many and Canada. 


In his capacity as Investment Counsel- 
lor in the Canadian Embassy in Bonn, 
Mr. Hess will implement programs to 
introduce the advantages of Canadian 
investment to companies in Germany. 


Pierre Boulanger 
Counsellor, Investment, 
Canadian Embassy, Paris 


With broad experience at home and 
abroad, Mr. Boulanger is familiar with 
the needs of Canadian business and 
entrepreneurs. He obtained degrees in 
Business Administration from Laval 
University and in Urban Affairs from 
Boston University. Joining the Depart- 
ment of External Affairs in 1973, Mr. 
Boulanger served in Mexico City and 
Boston, where he became Consul in 
1979. In 1988, he took the position of 
Director of International Affairs at In- 
dustry, Science and Technology Canada 
in Ottawa and, two years later, he be- 
came Industrial Commissioner of the 
Greater Quebec Economic Develop- 
ment Corporation. As an Investment 
Counsellor in Paris, Mr. Boulanger will 
develop programs to attract investment 
from French firms wishing to serve 
global markets from Canada. 


Investing in Canada is published 
quarterly by Investment Canada, the 
investment development agency of 
the federal government. The mandate 
of Investment Canada is to promote 
investment in Canada, by both 
Canadians and non-Canadians; to 
carry out research and provide policy 
advice on investment matters; and to 
review major foreign investments to 
ensure they are of net benefit to 
Canada. 


Investing in Canada 
P.O. Box 2800, Station D, 
Ottawa, Ontario KIP 6AS 
Tel: (613) 995-9525 
Fax: (613) 996-2515 
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